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The Outlook for Consumer Spending 


Available data on business sentiment, plant and equipment 
outlays, and inventory policy all suggest a decline in busi- 
ness activity in the next several months. At the same time, the 
Presidential campaign and recent developments at the 
United Nations indicate that the government sector will be a 
stimulative element in the short-term outlook. The Board's 
analyst discusses the central position of the consumer in this 
“tug of war,” noting his recent reluctance to spend in the 
face of rising consumer goods output and increases in per- 
sonal income. At the moment there are few sigris that an 
expansion of retail trade is imminent, and the behavior of 
instalment credit statistics and the present trend in unem- 
ployment indicate that “it would be unwise to count on such 
an expansion in advance of its actual appearance”.. page 1 

Selected Business Indicators.......... Wars fekovers page 53 


The “New” Industrial Production Index 


A report on recent major revisions in the Federal Reserve's 
industrial production index, with particular emphasis on 
changes in manufacturing production trends and in the rela- 
tive importance of individual industries............page 5 


Changing Tides in Our Balance of Payments 


What has been the balance-of-payments situation of the 
United States in the past few years? How legitimate is the 
widespread concern that our position has been deteriorating 
and that our large outflow of liquid reserves must be 
stemmed? The present article explores these issues by ex- 
amining two factual and seemingly irreconcilable statements 
regarding our recent balance-of-payments position: one, 
that we have shown a surplus in all but three years since 
1950; and, two, that we have shown a deficit in every year 
since. 1 9.50 Except) OS7.cis.cse eameneln tacit ots iohereeairs page 9 


Measures of Help-wanted Advertising 


The Board has extended its program for analysis and re- 
porting of help-wanted advertising data to include the 
index developed by the Metropolitan Life Insurance Com- 
pany. A brief comparison of the Board’s own index and the 
Metropolitan Life series is found on............page 14 


Working Wives and Family Income 


By 1959, more than 30% of all married women were em- 
ployed, according to Bureau of Labor Statistics data. The 
present article analyzes the significant contribution to family 
income made by working wives during the past decade and 
considers the factors responsible for the recent rapid in- 
crease in these members of the labor force........page 15 
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Consumer Markets: A Second Look at 
Population Growth 


Expected shifts in the composition of our population will 
important implications for marketers in the near future 
article discusses the relevance of age distribution to me 
ing and appraises various methods of measuring | 
market dimensions by means of available popu 
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The Economic Cycle in Marriages 


The short-term trend in marriages seems to be signific 
influenced by trends in economic conditions. Two typ 
economic variables—the average length of the manuf 
ing workweek and the average civilian unemploy 
rate—are correlated in this article to “explain” the cy 
the marriage rate. An estimated economic cycle in marr 
and the number of marriage “postponements” and “ 
ups’ induced by changing economic conditions are calcu 
from:the Equation. ss). sues <isre oterene oso. 2 Apia 


Aspects of the New City Workers’ Budge 


An evaluation of the city workers’ family budget, as re: 
revised by the Bureau of Labor Statistics, and its usef 
as a tool for measuring adequacy of incomes...... pag 


Where Directors Reside 


A survey of 671 of America’s largest corporations 
geographical distribution of directors’ residences. The / 
reveals that three fourths of all directorships of thes 

are held by men living in twenty-five urban areas. . oa 
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Outside Business Interests of Key Employ 
—this.month’s Survey of Business Op 
and Experience ) 


Nearly two thirds of the 195 manufacturing com nis 
participating in this month's survey permit their key per 
to engage in outside business activities. Most firms, how 
discourage the practice, and about one third comp 


statements in use by cooperating companies relating 
possible conflicts of interest as outside investments, 
ance of gifts, outside employment, misuse of pri 
information, and the use of company position for pe 
gain. Also included are bylaw provisions pertaining toy 
tors; board resolutions covering directors, officers, a 
employees; and sample questionnaires and affidavit! 
in auditing the outside business interests of officers av 
employees... 0. sesineciasemecae a edition siete 
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lh the fall of 1960, sentiment about the business trend 
has remained generally sober and uncertain. Major 
Statistical indicators of business conditions have for 
' everal months been suggesting a mild downward roll 
¥ total activity, and there are very few current indica- 
tions that this slow easing has ceased. At the same time, 
ere is no good indication that it has accelerated into a 
session pattern similar in severity to the declines of 
te 1953 and late 1957. 
_ By early October, business attitudes had come clearly 
within the gravitational field of the election, and senti- 
ment was being pulled this way and that by the alternat- 
g claims and program announcements of the candi- 
dates. To top off the confusion of October, the United 
Nations session in New York produced some of the most 
npeaceful public speeches of many years; the tone of 
the session was such as to impart to both Presidential 
tandidates a clear mandate to carry defense programs 
‘to the fullest technological extent. 


| nirusion of Noneconomic Factors 


In the atmosphere provided by the sessions of the 
, such terms as “business recession”’ and “tax reduc- 
ition” seemed to lose a little (although certainly not all) 
lof their immediate relevance. The widely held view that 
a business recession is here or imminent rests on eco- 
omic reasoning; as noneconomic factors intruded more 
and more blatantly into the outlook in October, even the 
bears grew uncertain. The flames of inflation, which 


‘si gnificant recovery from the lows of late September. 
To be sure, the economic news itself, which had been 
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uniformly depressing throughout the summer, took on 
some glints of promise in October. Steel orders were 
reported by some companies to be improving moder- 
ately; freight carloadings rose steadily, in what appears 
to be a better-than-seasonal performance. As they were 
reported in the business press, automobile sales in 
September were sharply higher than a year ago, and the 
showroom traffic attracted by the new models in 
October seemed to be encouraging. 


That Budget Surplus 


The anticipated budget surplus for the fiscal year 
1961 was revised downward by about $3 billion. This is 
a two-edged piece of evidence that could be variously 
interpreted, but in the particular international situation 
in which it appeared it was interpreted to mean that the 
Federal Government was moving in a more inflationary 
direction. Another two-edged bit of evidence—the de- 
cline in the French bank rate at mid-October—also 
suggested the possibility that the gold outflow induced 
by the international gap in interest rates might be con- 
siderably slowed by reductions in rates abroad. Finally, 
the rate of construction contract awards has been rising 
in recent months as interest rates have fallen, thereby 
putting a little flesh on the bones of the proposition 
that the construction industry will respond to lower 
rates and greater availability of funds as emphatically 
as it has in the postwar past. 

At least temporarily these sets of conditions revived 
the hope, expressed in late September by Secretary 
Anderson, that a rolling adjustment was nearing an end, 
and that a recession of any consequence would be 
avoided. 
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While this visible surface of the news was generating 
a wait-and-see attitude among businessmen (and per- 
haps among consumers as well), the trends below the 
surface seemed still to be generally unfavorable. Outside 
the defense sector, ordering rates in September and 
October seemed to have continued at levels significantly 
below actual production and shipping rates, and there- 
fore suggested the need for some further downward 
adjustment in production activity itself. 

In the automobile industry, actual inventories in the 
hands of dealers were such as to suggest that the 1.9- 
million production rate scheduled for the fourth quarter 
of this year could be maintained only if accompanied by 
a considerable elevation of the sales rate. Outside the 
automobile industry, inventory conditions, as revealed 
in the latest available figures, still suggest moderate 
weakness in inventory demand, rather than strength. In 
the business sector, in particular, the pressure of heavy 
supplies in almost all lines was being felt on prices and 
profits. (As of the end of August, the latest figures 
available at this writing, the ratio of finished goods 
inventories to sales in durables industries was notably 
higher than at mid-1957; the ratio of purchased mate- 
rials inventories to new orders was somewhat lower; the 
ratio of goods-in-process inventories to unfilled orders 
was somewhat higher.) Outlays for plant and equip- 
ment seemed to have reached a plateau, after a continu- 
ous downward revision of expected spending in the past 
several quarters. 


Spotlight Again on Consumer 


As of late October, the special character of the busi- 
ness news had served to reinstate the consumer to a 
central position in the business outlook. The available 
facts on business sentiment, plant and equipment plans, 
and inventory policy all suggested that the business 
sector as a whole was likely to exert a declining influence 
on activity in the next several months. At the same 
time, the Presidential campaign and developments at 
the United Nations were lending very convincing sup- 
port to the proposition that the government sector 
could be counted upon as a stimulative element in the 
short-term outlook. Between these opposing tugs on the 
direction of business stands the consumer, who still 
takes two thirds of all national output. 

In the third quarter, the rate of personal consumption 
of goods evidently subsided quite significantly, and 
across a broad front. Department store sales declined 


somewhat in September (as they had in August), and: 


were in fact slightly below a year ago, even though per- 
sonal income was about 6% above a year ago. Sales of 
appliances and home furnishings were also reported to 
have weakened in September, and automobile sales, 
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while much above the same month of 1959, had 1 
risen above the approximately 5.8-million range e 
enced in July and August. 

Even allowing for the traditional $2-billion incre 
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Savings of Individuals, 1957-1960 


Data are for first half of each year 
Includes saving of unincorporated business and nonprofit institutions 
Source: Securities and Exchange Commission 


< 
A Profile of Retail Trade 


All figures seasonally adjusted 
Personal income and discretionary income at annual rates 
Sources: Department of Commerce; Federal Reserve; The Conference Board 


the GNP estimate for service outlays, total consumption 
expenditures for goods and services in the third quarter 
' were evidently not above the level of the second quarter. 
The approximately $3-billion increase in disposable per- 
sonal income was thus transferred entirely into personal 
_ saving, with the result that the saving rate rose to its 
' highest level since the summer of 1958. This marks the 
_ fourth consecutive quarterly increase in the volume of 
_ personal saving. 
' Marginal Saving Rate 
Over the past year—that is, measuring from the 
| third quarter of 1959 to the third quarter of 1960—the 
_ marginal saving rate in the personal sector has run at 
| about 35% of income. This relative reluctance on the 
- part of the consumer, in the face of a rising tide of 
- consumer goods output, has been one of the principal 
drags on the business trend since the early part of the 
year. 

The behavior of the saving rate over the past year has 

suggested the possibility that consumers have been im- 
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proving their liquidity, and that this improved liquidity 
will eventually make an appearance in the form of a 
stronger trend in retail trade. This proposition has 
recently received a little much-needed encouragement; 
the most current available survey of consumer attitudes 
suggested that consumers in general were taking a some- 
what more sanguine view of retail markets, in the sense 
that they felt this was a pretty good time to buy. They 
have not, however, recast their actual spending plans, 
and, in any event, it is difficult to document the idea 
that consumer savings are accumulating toward some 
new burst of activity in the retail market place. The 
figures on the volume of individual saving compiled by 
the Securities and Exchange Commission do not suggest 
that personal savings have grown very rapidly in 1960. 

These figures include saving of unincorporated busi- 
ness. This doubtless explains the negative saving in the 


‘form of currency and bank deposits in the first half of 
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1960, which apparently represents a drain on the 
liquidity of unincorporated business as inventories were 
expanded in this period. Within the total of “currency 
and bank deposits,”” however, the rate of saving in time 
deposits, which presumably is largely personal rather 
than business saving, was below the level of early 1959. 
In other forms of saving in which unincorporated busi- 
ness is less likely to be involved there is no clear indica- 
tion of a rapid growth of liquid assets, and the net 
financial saving of individuals was actually lower in the 
first half of this year than it has been in any recent 
year. 

On top of this, one might add that the stock market 
has induced very considerable capital losses in the per- 
sonal sector in 1960—a fact which may have an impor- 
tant bearing on the unresponsiveness of spending to 
increases in income in the past few quarters. Measuring 
very roughly, the market’s behavior in the first eight 
months of 1960 evidently yielded about a $40-billion 
reduction in the net worth of the personal sector. In 
particular, these losses may have had an influence on the 
sale of major durable items, in which the recent decline 
of retail spending has been concentrated. 


Instalment Credit Outstanding 


A second and somewhat related element in the con- 
sumer spending picture is the level of instalment credit 
outstanding, and the repayment obligation against in- 
stalment debt. In times of doubt about the future of 
personal spending, the instalment credit statistics al- 
ways come in for considerable attention. In fact, at each 
prior peak in general business conditions, analysts have 
raised doubts about the capacity of the personal sector 
to carry its debt burden comfortably. There is little new 
to be said about the debt burden now. In terms of its 
relation to the personal income flow, instalment credit 
repayment is now higher than it has ever been before, 
but the same point could have been made at mid-1953 
and at mid-1957, after which this relative measure of the 
debt burden rose still higher. 

The fact remains that the seasonally adjusted change 
in instalment credit extensions has traced out a curve in 
1959 and 1960 that closely resembles its shape in the 
period of 1952-1953, and 1955-1956. (In the middle of 
1956, instalment credit extensions and the business 
cycle as a whole were revitalized by the steel strike of 
that year, and the curve of credit extensions developed 
a long tail running through all of 1957.) 

In August, the rate of total instalment credit exten- 
sions fell sharply, to the lowest level of the year, and 
about as low as at any time since the spring of 1959. 
The decline was almost negligible in the “automobile 
paper” category, where the rate of extensions had al- 


ready fallen extremely sharply in preceding months. In 
“other consumer goods paper,” the decline in August 
was pronounced, and for the first time in this cycle 
brought the rate of extensions below the rate of repay- 
ments. In personal loan paper, extensions also declined, 
but were nevertheless considerably above the repay- 
ment rate (as they have been almost continuously in the 
past decade). 

The gap between total extensions and repayments has 
thus been reduced to its narrowest point since late 1958, 
when durables markets had just entered on the typical 
wavelike expansion that is an important aspect of the 
general business cycle. 

Instalment credit extensions are both a cause and a 
result of demand for consumer durables, and it is alto- 
gether possible that the rate of extensions will now be 
supported at their present level by the attractions of the 
new automobile models, and perhaps also by strength in 
general business conditions emanating from other areas 
that have nothing to do with the consumer. Some such 
“subcycle” in the rate of extensions developed from the 
middle of 1956 through late 1957. However, the shape 
of the credit statistics themselves seems to suggest that 
credit is now a limiting rather than an expansive influ- 
ence on the volume of trade particularly in durable 
goods markets. 


Employment and Consumer Expectations 


As a final consideration affecting consumer markets, 
it should perhaps be noted that the present trend in 
hours of work, and in unemployment itself, is not sug- 
gestive of an emerging burst of consumer spending. For 
obvious reasons, sudden expansions of personal spending 
are closely related to reemployment and lengthening 
hours, which provide sudden increases in income avail- 
able to the market. Reemployment itself provides a 
sudden increase in the number of credit-eligible families, 
and is therefore an important influence on the rate of 
credit extensions and sales of durables. Such sharp 
changes in the demand for labor are usually the result of 
changes in the spending of business (particularly for 
inventories), which is much the most volatile com- 
ponent of national demand for goods and services. A_ 
sudden expansion in retail trade is thus unlikely to 
generate itself, but depends upon a sudden expansion in » 
activity outside the consumer area. 

In the tricky world of forecasting, even this impres- 
sive collection of evidence cannot be taken to rule out a 


sudden independent expansion in retail trade; but it 


certainly suggests that it would be unwise to count on : 
such an expansion in advance of its actual appearance. — 


ALBERT T. SOMMERS 
Division of Business Analysis 
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Patterns of Total Industrial Production in 1959, by Industry 


DURABLE MANUFACTURES, MINING & UTILITIES 


NONDURABLE MANUFACTURES 


NOTE: By 1959, Total Industrial Production 
(shown by the broken line) was 59% greater 
than in 1947-1949. The percentage contri- 
bution of each major industrial group to the 
increase in total output is represented by the 
area of its rectangle. The width of each 
rectangle indicates the industry's relative 
importance in the base period; the height 
measures the percentage changes inits output. 
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The “New” Industrial Production Index 


The FR revised index discloses faster total growth, and more growth 
in electrical machinery, transportation equipment, chemicals 


N EARLY 1960, the Federal Reserve’s Industrial 
Production Index, a basic tool for measuring and 
analyzing, both long-term trends and _ current 

changes in physical output, underwent another: of its 
periodic major revisions. These revisions are necessi- 
tated by the growing complexity of the industrial 
structure, by changes in kind and quality of goods 
produced, by shifts in the price relationships among 
commodities, and by the changing needs of analysts. 
The current revision of the index includes the reclassifi- 
cation of subindustries, and the updating of bench- 
mark, weight, and comparison base data. New monthly 
series have been developed, monthly indexes have been 
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adjusted to more recent annual data, and seasonal ad- 
justment factors have been revised. In addition, the 
coverage of the revised index has been expanded to 
include electric and gas utility output, and the produc- 
tion series have been recombined to provide groupings 
by broad market categories—consumer goods, equip- 
ment, and materials.! 

The latest revision of the index has recast these basic 
industrial statistics in a significantly different mold. 
Comparisons of trends in manufacturing output and in 


1 For a detailed description of the concepts and methods underlying 


- the revisions of the Federal Reserve Industrial Production Index, see 


Federal Reserve, “Industrial Production 1959 Revision” 
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the relative importance of industries, as they appear in 
the old and new indexes, illustrate the extent to which 
the pattern of growth and the physiognomy of industry 
have been remodeled. 


Where Changes Are Pronounced 


For manufacturing as a whole, the level of the new 
index in 1959, relative to 1947-1949, is six points above 
the level of the old index, indicating a greater growth in 
manufacturing output than appeared in the old index. 
Over the entire postwar period 1947-1959, the new 
index reveals an average annual rate of growth for 
manufactured products of 4.0% per annum, compared 
with 3.7% per annum shown by the earlier index. The 
effects of the revision are pronounced for several indi- 
vidual industries. These include sharp upward adjust- 
ments in the transportation equipment, apparel, chemi- 
cals, and rubber industries, and moderate downward 
revisions in the nonelectrical machinery, lumber, clay, 
and paper industries. 

The raising of the general level of the new manufac- 
turing index (relative to the old index) was in large part 
the result of the updating of the basic production series 
to new bench-mark measures provided by the 1954 
Census of Manufactures indexes of production. While 
adjustments in the production series to new bench- 
mark levels and the broadening of the index’s coverage 
raised the general level of the new index, changes in the 
weighting scheme materially altered the relative impor- 
tance of the components. 

The various industrial series constituting the index 
are combined by means of weights based on the value 
added to the purchased materials and services in each 
industry as they are fabricated into finished products. 
These weights reflect the relative valuations placed by 
the market on the products of industry in the weight- 
base period. 

Over a period of years. significant changes take place 
in the economic, technological, and institutional factors 
that determine prices and costs; these changes call for 
a new base period so that the relative valuations ex- 
pressed in the index correspond more closely to current 
economic conditions. In its recent revision of the index, 
the Federal Reserve chose 1957 as the weight-base year 
for the period beginning with January, 1953. It then 
combined the individual series of the revised index with 
weights based on value-added price relationships pre- 
vailing in 1957. For the period from January, 1947, 
through December, 1952, the 1947 weights were used, as 
in the old index. To provide continuity, the 1947 and 
1957 weighted indexes were linked in January, 1953. 

This change in the weight period caused a shift in the 
relative weights of the industries in the index. Other 
factors, such as reclassification of industries, the addi- 
tion of new series, and differing rates of growth in the 
components of output also altered the relative impor- 
tance of the industry groupings. 

Table 2 summarizes the contributions of these various 


factors. The differences between table columns (1) and 
(2) reflect changes in the classification of industries and 
in the series included in the old and the revised indexes. 
Differences between columns (2) and (3) mirror relative 
output changes. Finally, the differences between col- 
umns (3) and (4) indicate the differences in the value 
added in weighting the components of the index in the 
base years. 

Relative changes in prices and quantity of output 
strongly influence the shift in the relative importance of 
the industry groupings. For the durable goods indus- 
tries as a whole, both output and prices increased 
relatively to nondurables, the rise in prices being the 
more important. The sharpest increases between the old 
and the new index appear in the electrical machinery 
and transportation equipment industries and are cen- 
tered in their growth rates of output. But in the case of 
electrical machinery, a classification change (the trans- 
fer of household appliances from “fabricated metal 
products and nonelectrical machinery” to the “elec- 
trical machinery” category) also was an important 
contributing factor. 


Output and Price Change Relationships 


It may be noteworthy that thirteen out of the twenty 
industry groups show an inverse relationship between 
changes in output and prices. Over the postwar years, 
price and quantity changes in the manufacturing sector 
thus appear to have been negatively correlated. This 


Table 1: Rates of Growth in Manufacturing Output Shown 
by Revised and Old Indexes 


Percentage Increases 
1947-1949 to 1959 


Annual Average Rate 
of Growth 1947-1959 


Revised Old Revised Old 
Index Index Index Index 

Total manufacturing........ 58 52 4.0 3.7 
Durable goods.......... 65 61 4.5 4.3 
Primary metals........ 14 17 1.1 1.5 
Fabricated metals. ..... 42 42 2.8 29 
Nonelectrical machinery. . 41 49 2.9 3.5 
Electrical machinery.... . 112 114 6.8 6.8 
Transportation equipment. 128 107 8.4 7.4 
Instruments, efc........ 109 92 6.7 5.6 
Clay, stone, and glass... 59 66 3.7 4,4 
Lumber ots visio cos eae 25 32 1.4 1.9 
Furniture and fixtures... . 64 41 4.0 2.1 
Misc. manufactures... .. 33 49 2.3 3.4 
Nondurable goods....... 55 43 3.8 2.9 
Textiles: ctii.dlare aa. Sate 26 15 1.3 0.2 
Appar lic: citesve euhucioasers 53 26 3.0 1.4 
Leather «5 oja2's a:s'6.6a0,01« 19 11 ig 0.6 
Papers etre cst ss 70 78 4.7 5.1 
Printing and publishing. . 43 49 3.3 3.6 
Chemicals. «2% e120 26s 140 107 8.0 6.5 
Petroleuint ./.. 0.045 sna }oins 58 40 4.3 Be 
Rubber and plastics..... 99 51 5.9 3.0 
Foods. «Sze sheaves 28 20 22 1.4 
Tobaccotsne teen te 27 25 1.7 Ts 


Sources: Federal Reserve; The Conference Board 
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Table 2: Relative Importance of Industry Groupings in Old 


and Revised Indexes 
4 1947-1949 Proportions 
Old Classi- New Classi- 
fication fication New Classification 
1947 1947 1947 1957 
Weights Weights Weights Weights** 


1957 Proportions* 


Total manufacturing............ 100.00 100.00 100.00 100.00 
Durable goods.............. 50.18 49.45 53.08 57.42 
Nondurable goods........... 49.82 50.55 46.92 42.58 

Durable manufactures 

Primary mefals............... 7.44 7.70 6.41 8.94 
Fabricated metal products... . . 6.37 5.94 5.34 6.27 
Nonelectrical machinery....... 10.04 8.88 8.59 10.31 
Electrical machinery.......... 5.15 6.40 8.03 7.39 
Transportation equipment...... 8.38 8.12 12352 12.44 
Instruments and related products. 1.43 1.39 1.69 1.92 
(Ordnance and accessories).... (0.32) (0.56) (1.57) (1.44) 
Clay, glass, and stone products. . 3.13 3.08 2.92 3.38 
Lumber and products.......... 3.43 3.37 2.52 1.91 
Furniture and fixtures.......... 1.82 1.79 1.68 1.71 
Misc. manufactures........... 2.67 2.22 1.81 1.71 

Nondurable manufactures 
Textile-mill products.......... 7.02 7.13 5.26 3.21 
Apparel products............ 6.17 6.04 5.02 3.98 
leather and products......... 192) 1.91 1.40 1.27 
Paper and products.......... 3.84 3.78 3.84 3.78 
Printing and publishing........ 6.08 5.82 Sule 5.39 
Chemicals and products....... 7.60 6.84 9.71 8.21 
Petroleum products........... 2.78 2.36 2.28 2.23 
Rubber and plastic products... . 1.63 2.06 2.59 2.21 
Food and beverages......... 1192 13:75) ¥0.98 I-A 
Mobacco products. ..........- 0.87 0.86 0.64 0.89 


* Physical outputs ** Value added per unit Source: Federal Reserve 


suggests the important influence that the choice of a 
weight-base year can exert on the movement of the 
total index. A total index based on 1957 price weights 
would show a slower growth between 1947 and 1957 
than the same index assembled on the basis of 1947 
price weights; in the 1957 weighted index, less weight 
would be given to industries experiencing the greatest 
expansion in production during the period. This appears 
to have been the case for such industries as electrical 
machinery, transportation equipment, chemicals, and 
rubber products; 1957 proportions for these industries 
are lower when 1957 weights are substituted for 1947 
weights. 


Relative Importance of Industries 


There was a marked shift in the relative importance 
of industries between 1947-1949 and 1959. These shifts 
reflect differences in trends in physical output. Com- 
parisons of the relative importance of industries in 
different years and the relative contributions of these 
industries to the percentage change in the total index 
provide a somewhat more satisfactory measure of 
growth than direct comparisons of rates of growth. For 
such comparisons take into account the relative weight 
of each component and the effect of that component on 
the movement of the total index. Thus a moderate 
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Table 3: Relative Importance of Major Industry Groupings 


1947-1949 1959 


Proportions Proportions 
Lolaliindex >. icrac ceric ook cicero ete ame ee 100.00 100.00 
Total manufacturing. ............+.5-- 86.97 86.80 
Durable icc a eee ose eins Coe Ooi 46.82 48.06 
Nondurables atts ess. nn sacs od oe 40.15 38.74 
MING sicschiy ase 8 es 6 Sale ee She 9.81 FERRE 
Ublittes x tics stron eeavtine Oe on cunlene 3.22 5.44 
Durable manufactures 
Pramary: metals.) oaistesc 3 3:8 stadt hear od 9.11 6.59 
Fabricated metal products............ 5.97 5.37 
Nonelectrical machinery............- 9.43 8.44 
Electrical machinery...............-+ 4.86 6.56 
Transportation equipment............ 6.92 10.03 
Instruments and related products. ...... 1.34 1.78 
Clay, glass, and stone products........ 3.04 3.07 
Lumber and products...............+ 2.25 1.78 
Furniture and fixtures............... 1.55 1.62 
Misc. manufactures..............00+ 1.82 1.53 
Nondurable manufactures 
Textile-mill products................ 3.80 3.00 
Apparel! products. «...< scc02 52.5 + 980 4,12 3.93 
Leather and products............... 1.49 1.11 
Paper products testa: ccte-e svauzreevole fetes 3.24 3.46 
Printing and publishing.............. 5.22 4.68 
Chemicals and products............. 5.15 7.74 
Petroleum products...............+.. 1.96 1.94 
Rubber and plastics products......... 1.66 2.07 
Food and beverages............4.. 12.46 9.99 
Tobacco’ productsa.putrseero cea te oe 1.03 0.82 
Components of durable goods will not add up to total because of omission of ordnance 


goods 
Source: Federal Reserve; The Conference Board 


change in the output of an important industry receives 
at least as much weight as a large increase in the output 
of a smaller industry. Table 3 shows the change in the 
relative importance of each component of the index 
between 1947-1949 and 1959 and the chart on page 5 
indicates in graphic form the relative contributions of 
each industry to the increase in total industrial output 
of industry over the period. These contributions are 
represented by a rectangle of which the height measures 
the percentage increase in the industry’s output and the 
base measures the industry’s relative importance in the 
reference base period. (It is to be noted, as an example, 
that although the instruments industry showed a per- 
centage increase between 1947-1949 and 1959 that was 
more than twice that shown by the fabricated metals 
industry, its percentage contribution was only about 
three fifths that of fabricated metals.) 

Some important durable goods industries, such as 
primary metals and nonelectrical machinery, showed 
substantial declines in relative importance between 
1947-1949 and 1959. But such declines were more than 
offset by a rise in the relative importance of the elec- 
trical machinery and transportation equipment indus- 
tries. Among nondurable goods, chemical products also 
registered a large relative increase. More than one third 


of the total rise of 59% in physical output over the 
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Table 4: Growth of Output of Final Products and Materials 


Per Cent Changes 


1947-1949 to 1947-1949 to 
1959 


1953 1953-1959 

Total IndeX:i.men cosets ence. O92 37.8 15.5 
Finallproducts.... «.at eter. 010161 62.0 38.1 17.4 

Consumer goods......... 551 24.3 24.9 

Equipment (including defense) 88.4 82.0 3.5 
Materials serge. Gare <2 sons 56.6 37.4 14.0 
Consumer goods 

Automotive products....... 51.6 28.0 18.4 

Home goods............- 61.1 30.8 24.1 

Apparel icc rrgin) ies elsteielore 44.7 14.8 26.0 

Consumer staples......... 56.7 24.2 26.2 
Materials 

Durable goods........... 55.0 48.5 4.4 

Nondurable goods........ 60.8 28.0 25.6 


Sources: Federal Reserve; The Conference Board 


decade was contributed by these three industries alone. 

Tf all the years of the period are taken into account 
(rather than just the terminal years), it appears that the 
rise in the relative importance of the electrical machin- 
ery and transportation equipment industries occurred in 
the earlier years, and that a leveling off in their relative 
growth took place after 1953. The chemical industry, on 
the other hand, increased steadily in relative importance 
throughout the entire period. 


Market Sector Data 


In this latest revision, the series composing the indus- 
trial production index have been grouped on the basis of 
market sectors. The broadest level covers the major 
market areas of final products and materials. Final 
products are further broken down into consumer goods 
and equipment. Among the subdivisions of these final 
products are particular market categories, such as auto- 
motive products, consumer staples, and durable mate- 
rials; still more detailed subgroupings are provided 
within each of these classes of products. Although out- 
put of final products increased more than that of mate- 
rials between 1947-1949 and 1959, there are wide 
variations in the rates of increase over the period within 
these two categories, ranging from 45% for apparel 
products to about 90% for equipment. 

Changes in output and price relationships are re- 
flected in the changes in the relative importance of the 
various market groupings between the two weight-base 
periods 1947-1949 and 1957. Within the final products 
group, the importance of equipment products rose from 
one fourth of the total in 1947-1949 to one third in 
1957, with a corresponding decline in the relative impor- 
tance of consumer goods. Among equipment goods, all 
components except farm equipment showed a rise in 
relative importance, the largest increases occurring in 
the defense and industrial equipment categories. Most 
consumer goods declined in relative importance, but 


Table 5: Relative Importance of Major Market Grouping 


Proportions 


Market 1957 1947-1949 
Total indexieu.. toye0| OR ene eet se 100.00 100.00 
Final! products; fofal,.. 3 o.5.0 ceicc.d« ce sitiascs ote a 46.75 47.52 
Consumer: goods -.& i Sts tos tld ctite plots aver 31.13 35.87 
Equipment, including defense........ sage 15.62 11.65 
Materials $3225 52.48 
Consumer goods 
Automotive products...............24++ 3.35 2.92 
PT LT) SO a ns SAE 2.03 1.44 
Auto Paris:.4... cee on Cee 8 oe ae 1.32 1.48 
Home goods=.. 2. eas occ siete menos oe 4.40 5.74 
‘Appliances 33.3. Fees oe eee oe 1.26 1.52 
TV and home radios................ 49 -60 
Furniture and rugs ss 5.2.2.1 /<' sels 0 ¥ 256 1.18 1.48 
Misc, home, Goods, ...- s'est hole ete 1.47 2.14 
Apparel’. weds, a otivte oe 6 ee otis Sy etevelehe 5.20 7.77 
Consumer’staples... Fs. 1. + sree se ee ie 18.18 19.44 
Processed foods. .........0..0e000% 8.11 D1 
Beverages and fobacco............. Pay 2.85 
Drugs, soap, and toiletries........... 2.73 2.50 
Newspapers, magazines, and books... . 1.44 1.70 
Consumer fuel and lighting........ .. 3.45 3.12 
Equipment 
Business equipment. ...........0.00005 12.16 10.38 
Industrial equipment. ............+.. 7.29 5.98 
Commercial equipment.............- 2.46 © 1.84 
Freight and passenger equipment...... 1.83 1.67 
Farm equipment. cios tapes nee .58 89 
(Defense equipment)................-. 3.46 27 
Materials 
Durable goods materials................ 27.81 24.37 
Consumer durables................- 3.67 3.10 
Equipme nl aigecs cts, noos igs die sens geieloge.s 56 6 8.10 5.65 
Construction isi 500 5 cierto). 0: agcbacayeevele irs 9.05 9.33 
(Metal materials, n.e.c.)..........00- 6.99 6.29 
Nondurable materials...............+- 25.44 28.11 
Business supplies. ..1.........000'205 8.87 8.51 
(Nondurable materials, n.e.c.)......... 7.05 9.62 
Business fuel and power............- 9.52 9.98 


Published groupings include some series and subtotals not shown separately. The mor 
important of these are shown in parentheses in this table 


Differences between the two sets of proportions reflect mainly (1) relative output change 
from 1947-1949 to 1957 and (2) relative changes in value-added prices from 1947 to 1957 


Source: Federal Reserve 


automotive products, drugs, soap and toiletries, anc 
consumer fuel and lighting increased their representa 
tion in the index. Within the materials group there wa: 
a rise in the proportion of durable goods materials, evi 
dently a response to the large expansion in production o 
equipment. The importance of nondurable goods mate 
rial, on the other hand, declined over the period. 
Again, comparisons limited to changes between termi 
nal periods such as 1947-1949 and 1957 (or 1959) ten¢ 
to obscure changes within the period in the relativi 
importance of the different classes of products. Whili 
consumer goods showed the smallest percentage ini 
crease over the whole period from 1947-1949 througl 
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HANGING TIDES 
IN OUR 


: me. The balance of payments of the United States has 
hown a surplus in all but three years since 1950. 


Two. The balance of payments of the United States has 
shown a deficit in every year since 1950 except 1957. 


HE FACT that the United States has experienced 
a huge short-term capital outflow of $8.7 billion 
i (in the form of foreign acquisition of gold and 
short-term dollar assets) in the two years 1958-1959 is 
fairly well known. In the first half of 1960, the loss 
tontinued, but at a slackened pace—$1.4 billion, as 
against $3.5 billion in the first half of 1959. 

| Are the italic statements above completely contra- 
iictory or are they easily reconcilable? Are they a play 
on words or do they contain some significant description 
of the international position of the United States? Which 
js true—the first, second, both, or neither? 

_ Certainly within the last few years, the second state- 
nent has been commonly regarded as the more descrip- 
jive of the situation in which the United States finds 
tself. Much concern has been expressed about the 
deterioration in our position, and remedies have been 
sroposed from many sources as to what ought to be done 
to stem the outflow of liquid reserves. 

As a matter of fact, some official steps have been 
taken by the Federal Government to overcome the 
Yeficit in the areas in which government action is 
Mfective. Exhortation in the form of the export- 
'xpansion program of the Federal Government is ‘one 
is step. Another more recent one is the announced 
policy on the part of the military to buy goods whenever 
possible from the United States, instead of from foreign 
rountries, for its military installations abroad. 


matter of definition. This is not to say that the matter 
F a trivial one. The difference between the two concepts 
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is one of substance and does not represent a play on 
words. In fact, both statements are accurate and the 
implications of each need to be considered separately in 
order to evaluate the current international economic 
position of the United States. 

The first proposition is true if one has in mind what 
has traditionally been called the balance of payments on 
current account. The over-all statement of a nation’s 
international transaction has been traditionally broken 
down into two main components: the current account 
embraces the two-way flow of commodities, travel and 
transportation expenditures, and earnings of foreign 
investments; the capital account refers to those inter- 
national transactions that represent a change in the 
asset-and-liability relationships of countries. 

The two sets of accounts are, of course, closely inter- 
related. What happens to one almost inevitably must 
affect the other to some degree. Some exceptions, how- 
ever, exist: changes on capital account can and do take 
place without necessarily directly affecting the current 
account. On the other hand, it is hard to envision 
transactions taking place in the current account that do 
not affect the capital account (one notable exception 
would consist of barter transactions). 

With considerable justification one could draw an 
analogy between the current account of a nation and 
the operating statement of a company. A surplus on 
current account (with appropriate qualifications) can be 
likened to a surplus in the operating statement of a 
company. That is to say, such surpluses must result 
in an increase in assets owned by the nation—as they 
must in the case of a company—some part of which 
might take the form of cash or its equivalent. 

The second of the two initial propositions relates to 
the over-all balance of all international transactions 
with the exception of gold and short-term liquid assets. 
Consequently, the focus is mainly on the changes that 
have taken place in the international holdings of such 
liquid reserves. An excess of payments over receipts 
would thus show up as an increase in foreign holdings of 
gold and liquid dollar reserves. 


A TEN-YEAR SURPLUS IN CURRENT ACCOUNT 


The grounds for such an assertion that we have had a 
nearly continuous deficit in our balance of payments for 
the past ten years rest upon viewing the over-all balance 
of payments as a statement analogous to that employed 
in analyzing the cash account of a corporation. The 
source-and-use-of-funds statement is a very valuable 
one in analyzing the operations of a business or govern- 
mental unit, but its inherent limitations as well as its 
advantages should be recognized. Information that one 
can glean from a statement showing the international 
source and use of funds of the United States reveals 
that we either have gained or lost gold and international 
liquid reserves on balance. This is a fact of considerable 
importance, but not the only one to be considered in 
examining our international position. —F 
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To draw a distinction between the two propositions 
in concrete terms: the United States current balance of 
payments showed an aggregate surplus of $3.6 billion in 
the period from 1950 to 1959. This figure represents the 
aggregate amount that our exports of goods and services 
and income from investments abroad exceeded our im- 
ports and our income payments to foreign investors, 
after making allowance for the fact that goods and 
services provided to foreign nations under our military 
and economic aid programs required no return payment 
to us. The relevant aggregates for the period are as 
follows: 


1950-1959 First-half 1960 
billions of dollars 
Exports of goods and services'......... 203.1 13.2 
Imports of goods and services....... 179.0 11.83 
United States government nonmilitary 
Grants) ene seteite +e aae.e crete 20.5 199.5 8 12.6 
Current-account balance.............. 3.6 0.6 


1 Excludes military grants 


During the same period#(1950-1959), foreign nations 
in their transactions with us were able to increase their 
holdings of gold and liquid-dollar balances by $19.0 bil- 
lion. In other words, we had a sizable and consistent 
surplus on current account at the same time that we 
lost a considerable amount of liquid international 
reserves. 


OUR HEAVY INVESTMENTS ABROAD 


What is the explanation of this seeming contradic- 
tion? It is too much to expect one simple explanation; 
a host of factors have operated to bring about this 
result. One factor, which has been insufficiently empha- 
sized in the evaluation of the international economic 
position of the United States, is our foreign investment, 
both private and governmental. 

The magnitudes in this connection are considerable, 
and as a result they provide a nearly sufficient explana- 
tion for the paradox noted above. From 1950 through 
the end of 1959, United States private long-term and 
minor short-term foreign investment increased $18 billion 
through balance-of-payments transactions. 

This figure does not include reinvested earnings of 
United States foreign subsidiaries. And it does not in- 
clude increases in the value of United States overseas 
investments as a result of rising security prices. Neither 
of these items is reflected in our balance of payments 
and neither has the effect of directly putting more 
dollars in the hands of foreign nations. 

At the same time the Federal Government made long- 
term loans and credits to the extent of $5.5 billion. 

One result of this huge private and government 


foreign investment of $23.5 billion was a significant in- — 


crease in our investment income. From $1.6 billion in 
1950, the inflow of profits, interest and dividends 
(government and private) swelled to $3.0 billion by 
1959. This expansion in income receipts played an im- 


portant part in enabling us to maintain a surplus o 
current account during this period. 

More directly, however, the rapid expansion ¢ 
private and government investment put $23.5 billio 
more in the hands of foreign nations than they earne 
from selling us goods and services. Since investment 
foreign or domestic, is usually undertaken with th 
expectation that the proceeds will be used to provid 
productive facilities, it can be assumed that a maje 
portion of these additional dollars in the hands « 
foreigners was spent for goods and services in thi 
country and thus served to augment our exports. 

Clearly, however, not all this investment money wa 
so spent. Or more accurately, of the aggregate amount 
accumulated by foreigners in this period through ou 
imports of goods and services and through our foreig 
investments, sizable amounts were left over for them t 
strengthen their international financial position eve 
after paying for their purchases of goods and service 
from us. Their financial position was made firmer b 
increasing their long-term investments in the Unite 
States, by adding to their short-term dollar balance: 
and by acquiring gold to add to their monetary reserve: 

In summary the aggregates are as follows: 


1950-1959 
_ billions of dollars 

United States imports of goods and services........ 179.0 
United States private and government foreign 

INVESTMONE. CIS S. cxscaiesix' sists seta at ale siete ots @maialate 's 23.5 

TORT Hs Sho. ars enehe > osha eienrn a ieva eke olereh me ae Ph onal 202. 
United States exports of goods and services'........ 182.6 

Balance’. .... os stsis = s/s 6s Bales 14 gh sie a eran ates steronane age 19.9 
Of which a portion went to: 

Increase long-term foreign investment in 

United States 3). certs = wis a, 35 eet ore Ces a ieee 2.6 

Increase short-term dollar balances............. 13.9 

Increase foreign gold reserves...........+++..: 5.1 

Total 2:35. Gate Ewa Se, pa ea a poe 21.4 


1 Less goods and services transferred under military and economic grants 

a—The difference between the total funds available to foreign nations and the speci 
accumulation of investments is a conglomerate of offsetting items consisting of private rem 
tances, pensions, and errors and omissions 


On balance, exports of goods and services in 1950-195 
exceeded imports by $3.6 billion; but foreign inves’ 
ment was sufficient to wipe out that surplus and, i 
addition, to provide foreigners with sufficient dollars 
acquire $16.6 billion of long- and short-term assets i 
this country as well as $5.1 billion of gold. 

From the amounts involved, it is clear that tl 
process of our investing abroad while foreigners we? 
investing in this country is not a new one. Quite tl 
contrary, the process has been the usual one througho" 
the period. Specifically from 1950 to 1959: | 


© We have had a surplus in our current account in every ye 
except three; that is, our exports of goods and servi 
(excluding grants) have exceeded our imports of goods a 
services . 
e We have increased the value of our private and gove 
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_ ment investments overseas by sending over net new capital on 
) balance in every year 

_ ° Foreign nations have increased their long-term investment in 
| this country by net new capital inflow in every year 

' © Foreign nations have added on balance to their liquid dollar 
_ holdings in every year 

| °¢ Foreign nations have added to their gold stock through 
). transactions with us in every year except 1951-1952 and 

1956-1957. 


_ If all this has been occurring at least since 1950 and 
) sometimes before, why all the recent concern? If these 
_ trends have been in existence for at least ten years, why 
) is it that so little attention has been paid to them except 
within the past two years? The answer is manifold, but 
_ basically stems from the fact that the situation has been 
accelerated within the past few years. This has taken 
)) place in foreign acquisitions of gold and dollar balances, 
) and while it is true that we still possess more than 
enough gold for normal requirements, the sudden in- 
'), crease in the gold outflow has excited keen interest and 
) a call for a reexamination of the international economic 
‘) position of the United States. 

" The year 1959 may mark the low point, at least in 
‘ recent years, in our balance-of-payments standing. Con- 
trary to most others during the decade of the Fifties, 
1959 was a year in which foreigners gained gold and 
' short-term dollar balances and we did not even have the 
partially offsetting satisfaction of having a surplus on 
_ current account. A record of only the first half of 1960 is 
"presently available, but it appears that we are returning 
to our more usual position of a surplus on current 
account and a deficit in terms of the outflow of interna- 
tional reserves. 


i 


5) 

“ The term “balance of payments” has several inter- 
‘ pretations beyond those employed in this article. The 
“| two balance-of-payments concepts in the text should be 
| characterized as accounting ones. Essentially they rep- 
/ resent records of past events. The differences between 


OTHER MEANINGS, OTHER INTERPRETATIONS 


Iv : 
if the separate accounts that emphasize one facet or an- 


,, other of the past international transactions of a nation. 
| At least two other concepts, which differ substantially 
// from the accounting concept, can be identified. The 
| balance of payments can be used to refer to a balance 
| in the foreign-exchange market. This is a concept that 
4 focuses on the exchange rate and the forces operating 
| immediately in the market that affect the sale and pur- 
| chase of foreign exchange and consequently exert up- 
ward or downward pressures on the exchange rate. 
| Important to the analysis of such a concept are all the 
{| transactions that enter into the balance of payments as 
#| an accounting concept. In addition, however, one must 
| consider temporary factors that may result in the saleand 
| purchase of foreign exchange for speculative purposes, 
‘| profit making, and hedges against future fluctuations. 
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ll 
Two Views of the U.S. Balance of Payments 


BILLIONS 
$26 


OF 
GOODS AND 
SERVICES4 & 


37 IMPORTS 
| OF 


SERVICES 


1950 1953 1956 1959 


Total payments=U. S. imports of goods and services, U. S. capital outflow, and unilateral 
payments. Total receipts=U, S. exports of goods and services, long-term foreign capital 


- inflow, and errors and omissions 


Source: Department of Commerce 
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Another concept can be called a program balance. It 
is a statement of the future source and use of interna- 
tional funds. The use side of the statement represents 
the resources needed to carry out some plan of capital 
expansion and consumption and the requirements that 
are to be met from international sources. The source 
side of the balance consists of the funds needed as well 
as a statement of where and how these funds will be 
obtained internationally. 

In all three concepts of the balance of payments— 
accounting, market, and program—a balance of some 
sort is essential. But the use of one concept in preference 
to others means an emphasis on the operations that a 
particular balance-of-payments statement is meant to 
elucidate. The exclusive use of one concept or another 
is perfectly proper, as long as one does not attempt to 
draw inappropriate conclusions from it. 


THE 1959 BALANCE 


In 1959, however, the nature of the problem would 
differ vastly according to which concept is emphasized. 
According to the current-account concept, we had a 
deficit of $1.7 billion. Such a deficit, sizable as it is, 
shrinks considerably when compared with the combined 
loss of United States gold and the increase in United 
States short-term liabilities to foreigners, which 
amounted to $5.2 billion in the same year. No matter 
which attitude one is inclined to take respecting the 
severity of our international financial position, it seems 
quite clear that important changes have taken place. 

These changes point to the need for a thorough 
examination of our position, even if one is convinced 
that the danger is not an immediate one. Basic to this 
examination is a look at the main components of the 
balance of payments to determine the elements of 
strength and weakness and to identify any future 
changes that may be of importance. 

The 1959 deficit evidently arises from a deterioration 
‘In our trade balance; that is to say, the narrowing of our 
traditional excess of exports over imports of commodi- 
ties into the United States. In 1959, we still had a 
surplus on trade account, but it was a slim one indeed, 
compared with the one that we had regularly enjoyed in 
postwar years. Last year, the surplus amounted to $900 
million, in contrast to $3.3 billion in 1958 and a record 
$6.1 billion in 1957. The 1957 record can be attributed 
to unusual events in that year—in particular the Suez 
crisis, which resulted in large shipments, especially of 
petroleum products, from this country. But the 1958 
surplus, though quite large, is not much above the com- 
modity surplus in most of the period since 1950. 

The fluctuations in our trade balances have been 
largely owing to our fluctuations in exports. The value 
of our imports was relatively stable through 1951-1958. 
As long ago as 1951, imports were $11.1 billion. By 1957 
they had crept up to $13.3 billion. A minor drop in 1958 
was followed by a jump in 1959 to $15.3 billion. 


Even exports were relatively stable until 1955 after 
jumping sharply from 1950 to 1951. Successive increases 
were experienced in 1956 and 1957; even after the Suez 
crisis, the sharp drop resulted in a level of exports still 
above that in any year prior to 1956. The failure of 
exports to increase in 1959, when imports took a sharp 
upward jump, cut our trade surplus to $900 million. The 
other items in the current account of the United States 
did not change significantly. There has been some 
regular increase in transportation and travel expendi- 
tures, largely because of increasing travel of United 
States citizens abroad, some regular expansion of income 
from foreign investments as well as fluctuations in other 
items, but the amounts involved have not had a major 
effect on the current balance. 

The great concern that has been expressed about our 
outflow of gold and liquid reserves makes it appropriate 
to review the various ways in which our international 
economic transactions affect the United States. 

First of all, one can distinguish the marketing effect. 
Exports of commodities by the manufacturer are simply 
analogous to domestic sales, except for the problem of 
foreign currency and exchange rates. A domestic pro- 
ducer is in the same position when selling his output 
abroad as he would be selling it at home; in both cases 
he has a market for his output. He may prefer one 
market to another because of greater profit margins, 
greater ease of marketing, etc., but these are factors 
only in deciding in which market to sell. 

With respect to imports, those of consumer products 
represent a direct diminution in the market for domestic 
producers. The main exceptions, of course, are products 
such as bananas, coffee, etc., which we do not produce 
in the United States. In the case of imports of raw 
materials and components, a market for domestic pro- 
ducers may also be lost except in the cases where the 
raw material or component is not produced at all in the 
United States. It is from the market effect that most 
complaints emanate about loss of foreign markets anc 
concern about foreign competition in the United States, 

An analogous situation with respect to services is ir 
transportation expenditures. The use of foreign ships o¥ 
airplanes by American traders or travelers has the samé 
effect as a commodity import. That is to say, paymen® 
must be made to some foreign country for the service 
purchased. Similar, in reverse direction, is the case of # 
United States ship being used by a foreign trader. In the 
former example, an increased use of foreign facilities 1) 
made, while in the latter an increased use of domestii 
facilities occurs. Along with this increased use in eac} 
case is an impetus given to economic activity in ons 
area or another. 


THE INCOME EFFECT 


Closely connected to and almost indistinguishabl) 
from such a marketing effect is the income chan 
resulting from exports and imports. The great differen 


BUSINESS RECOR® 


‘between the generation of income through the exports 
» of our goods and the imports of goods of other nations is 
‘that in the first case the income is generated locally, 
jand in the second case in a foreign country. It can be 
Jargued, of course, that the income generated in the 
‘foreign countries as a result of our importation of their 
)goods and services will eventually result in an increased 
‘market for United States goods abroad. Such would be 
‘the result if the foreign proceeds of United States 
imports were spent immediately. But, in fact, there is 
usually a lag; in addition, all the proceeds are not spent 
seven after a lag. Some are added to the monetary 
“reserves of foreign nations. 

The marketing and income effects have repercussions 
‘in many other ways. First of all, they may result in 
‘employment shifts between industries and between 
yareas. Secondly, prices and profit margins may be 
affected. The income that is generated locally from 
‘increased exports will generally be spent within the 
‘United States. In the production process, income is 
generated. But in being exported abroad, the goods that 
‘correspond to that added income are not available on 
‘the domestic market. 


“THE MONETARY EFFECT 


The marketing and income effects are of major 
‘importance to the United States and deserve as exten- 
‘sive analysis as the effect of our foreign transactions on 
‘our gold holdings and our short-term liabilities to for- 
jeign countries. The general effect of our loss of gold can 
ibe called a monetary one. That is to say, in addition to 
\the income and market effects noted above, there is an 
jimpact on our monetary reserves, which ultimately 
|might prove to be so serious as to require major changes 
jin our domestic monetary policy. 

| The core of this difficulty is the requirement that the 
| Federal Reserve System have a gold certificate reserve 
lof 25% of its outstanding deposit and note liabilities. As 
of the middle of October such liabilities amounted to 
$47 billion, so that nearly $12 billion was required in 
gold reserves. In fact, the Federal Reserve at that time 
theld over $18 billion in gold, and consequently had $7 
\billion that could be regarded as “free’’ gold reserves. 
If there were no other change, the note and deposit 
liabilities of the Federal Reserve, on the basis of the 
October position, could be expanded by approximately 
1$28 billion—that is, four times $7 billion. This, of 
\course, represents a large possible expansion of member 
bank reserve balances and an even larger expansion in 
|the money supply in the United States. The potential 
expansion of the money supply, while not calculable 
|precisely except by the use of simplifying assumptions, 
jis of such a magnitude as to make it appear unlikely 
that monetary policy would be inhibited if no further 
joutflow of gold took place. 

| Another way to evaluate the “free” gold reserve 
twould be to calculate how many years it could last if 
gold were to continue to flow out at the same rate as 
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it has in 1958-1959. The average outflow in those years 
amounted to $1.7 billion; on the assumption that the 
pace of the outflow will remain unchanged, the $7 billion 
would last a little longer than four years. 

The above calculations are only hypothetical; for 
example, by assuming that other things remain un- 
changed, it is assumed that the $21 billion of short-term 
liabilities to foreigners reported by banks in the United 
States will remain here on deposit. If foreigners were to 
reverse the practice that they engaged in during virtu- 
ally the whole postwar period and start to liquidate 
their balances, they could wipe out the whole $7 billion 
of “free” reserves in a year or less, This is unlikely, 
perhaps, but it does represent one of the factors that 
United States monetary authorities have to bear in 
mind with respect to the interaction of the domestic 
monetary situation and the international balance of 
payments. A shift of international funds because of 
interest-rate differentials causes no difficulty when 
“free” gold reserves are high, but such outflow could 
present a serious problem as such reserves dwindle. As a 
matter of fact, such shifts could act as a trigger to set 
off other aggravating forces. ; 

The confidence of foreign nations in the dollar be- 
comes of crucial importance as the amount of “free” 
gold reserves declines. Loss of confidence owing to fear 
of inflation resulting from huge federal deficits or rumors 
of the devaluation of the dollar may be sufficient to 
start an outflow of foreign capital seeking what it 
regards as safer havens. Such an outflow might be 
easily accommodated with “free” gold reserves of $10 
billion, as they were at the end of 1957. As a matter of 
fact, the flight might never take place, simply because 
the $10 billion would be regarded as such a huge 
guarantee against capital loss. 

But if the gold loss were to continue, in another two 
years the “free” gold reserves would be down to about 
$3.0 billion. Who can tell what reactions there would 
then be to federal deficits or devaluation rumors? 


J. FRANK Gaston 
Division of Consumer Economics 


Industrial Production Index 
[ Continued from page 8 ] 


1959, expansion between 1953 and 1959 was much 
greater than that of equipment and materials. Year-to- 
year comparison of the relative importance of these 
groups indicates that between 1950 and 1953 (the 
period of the Korean war and its attendant distortions), 
there was a steady decline in the relative importance of 
consumer goods. After 1953, however, a discernible 
upward trend appeared in the proportions of total out- 
put directed to consumer goods. 
Jack Farkas 

Division of Business Analysis 
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EGINNING this month, THE CONFERENCE Boarp 

has extended its program for analysis and report- 
ing of help-wanted advertising data. In addition to 
the series presented in The Business Record for July, 
1960, the Board will maintain the index of help-wanted 
advertising originally developed by William A. Ber- 
ridge, economist of the Metropolitan Life Insurance 
Company. The Board will produce and report both 
measures—its own index as well as the Metropolitan 
Life index—for some time, with a view toward ulti- 
mately integrating the two approaches. 


The Board’s Measure 


Tue ConrerENCE Boarp index is based on help- 
wanted advertising data in thirty-three newspapers in 
thirty-three metropolitan areas. Data from these news- 
papers are adjusted for monthly variation in the number 
of Sundays and for seasonal influences. The index repre- 
sents a direct measure of the number of ads published 
in the reporting newspapers. The basic data are pro- 
vided by the B. K. Davis & Bro. Advertising Service of 
Philadelphia. 


The Metropolitan’s Measure 


The Metropolitan Life index is derived by linking 
together the medians in the month-to-month percentage 
changes in volume of help-wanted advertising for a 
sample of fifty-seven newspapers located in some forty 
cities. The index is adjusted for seasonal variation. 

The two measures of help-wanted advertising have 
exhibited a very similar pattern of response to the busi- 
ness cycle (see chart). Both are highly responsive to the 
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The Two Indexe 


(959 
Sources: B, K. Davis & Bro. Advertising Service, Philadelphia; Metropolitan Life Insurance Company; The Conference Boor 


1960 


shifting balance between supply and demand in labo: 
markets. Since the Metropolitan Life index is availabl 
on a monthly basis for dates as far back as 1919, while 
the Board series begins in 1951, the Metropolitan Life 
index provides an opportunity to analyze the behavio! 
of help-wanted advertising in several business cycle: 
over a wider range of experience than was possible 
before. 


Their Performance This Year 


The monthly data for both indexes, as well as foi 
regional indexes that are now in preparation, will appeai 
in a Technical Paper, which the Board plans to publist 
within the next few months. (The publication date wil 
be announced to Associates in Previews.) 

This year both indexes have been declining, reflecting 
the easing of labor-market conditions. Both measure: 
reached a high for the year in February and a low, thu 
far, in September. The Board’s index declined by 249 
between January and September, while the Metropolii 
tan Life index declined by 25%. The short-term path o 
the movement of the two indexes, however, has been 
somewhat different. Following the February high, th: 
Board’s index declined seven months in a row. Thi 
downward drift in the Metropolitan Life index, on thy 
other hand, was interrupted in April and May. Th» 
September decline in the Board’s index (from 89.4 is 
August to 82.6 in September) has been its secon 
largest this year; the corresponding drop in the Metro: 
politan Life index (from 83.7 in August to 76.7 it 
September) was also second largest. 3 

—N.E. 
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HE WORKING wife has played an increasingly 
important role in the United States economy dur- 
ing the past decade. Her significant contribution 

to the output of goods and services has been matched 

by her equally important contribution to family income. 

_ Although the husband remains the chief bread winner, 

. the working wife’s added income helps achieve a level of 

living that the family could not otherwise maintain. 

_ What are the factors that have brought these women 

into the labor force? What is the wife’s actual contribu- 

‘ tion to family income? And how does the income level 

| of the working-wife family compare with that of families 

where the wife does not seek work outside the home? 
~~ Of the 39.5 million wives (with husband present)! in 

March, 1959, 12.2 million were in the labor force (see 

table). Although fewer than one in three wives is in the 

work force, two out of every eleven workers and well 
over half of the female labor force are working wives. 

| The wife’s position in the labor market today is par- 

‘ticularly striking because the rapid growth of her 

| dominance in the female labor force has been so recent. 

| Before World War II, single women were the largest 
| group of female workers, while married women consti- 

| tuted about 30% of the female labor force. By 1949, 

| married women were already the largest group of female 


Distribution of Working Wives by 
Major Occupations 


(0) 10 %o 20% 30°% 40% 
(UE ee ee ee 
JALES WORKERS 
WORKERS 


ROFESSIONAL ‘eee 


WORKERS 


PROPRIETORS, | With 


MANAGERS 
ARM LABORERS 


FARMERS, FARM 
| MANAGERS 


LABORERS | 
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WORKING WIVES AND FAMILY INCOME 


workers, accounting for 46% of the female labor force. 
And in the subsequent ten years, an average of 420,000 
wives joined the work force annually. (This increase 
corresponds to the ten-year rise in the number of 
married couples.) Working wives were responsible for 
more than half of the increase in the total labor force 
between 1949 and 1959. 
The rise in the number of married women is only 
partially responsible for this upsurge. The major factor 
has been the rise in the proportion of married women 
seeking employment. In 1940, only 15% of married 
women were in the labor force; by 1949 the rate rose to 
2216%, and by 1959 to 30.9%. Furthermore, by the end 
of the 1960’s roughly 40% of all wives will be in the labor 
force, according to Bureau of the Census projections. 


Job Opportunities 


The opportunity for wives to work increased during 
World War II, when the severe drop in manpower at 
home could not be met by the civilian male or the single 
female population. Married women were encouraged as 
never before by government and industry to enter the 
labor market. 

After the war, an expanding economy supporting both 
peacetime and defense goals continued to provide jobs. 
The young adult population, which might normally fill 
the labor demand, was comparatively small—an out- 
growth of the low birth rates during the Thirties. More 
young people than in previous periods continued their 
education or entered the armed services, thus further 
reducing the available labor supply. 

The growth of the economy, especially in service and 


1 Wives and married women in this article refer to those who are 
living in the same households as their husbands 


Employment Status of Wives, 14 Years of Age and Over 


Labor Force % of Total % of Fe- 


Population Number %of Female male 
(fin thou- fin thou- Popu- Popu- Labor 
sands) sands) lation lation Force 
March, 1959 
Female population........ 63,561 22,376 35.2 100.0 100.0 
Married, husband present.. 39,529 12,205 30.9 62.2 54.5 
Married, husband present 
and household head.... 38,585 11,014* 28.5 60.7 49.2: 
April, 1949 
Female population........ 56,001 17,167 30.7 =~+100.0 100.0: 
Married, husband present.. 35,323 7,959 22.5 63.1 46.4 
Married, husband present 
and household head... .. 34,291 7,544*%> 22.0 61.2 43.9 


a—Number in paid labor force 


b—Derived from percentage 
Sources: Bureau of the Census; Bureau of Labor Statistics 
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trade industries, opened up jobs that particularly suited 
and attracted women. Companies needing additional 
personnel tapped this source of labor by providing more 
part-time jobs, flexible hours, and other labor induce- 
ments.! 

The change in the types of job available is undoubt- 
edly one of the factors that influenced married women to 
enter the labor force. The percentage of “white collar” 
jobs has increased over the past ten years relative to the 
more physically demanding “blue collar” jobs. In 1949, 
the four leading occupations for wives were clerical and 
sales work, service work, operative jobs, and farm 
labor (see chart). In 1959, the greatest number of wives 
were still employed as clerical and sales workers, but 
service workers increased in importance, while opera- 
tives ranked third. More married women were now pro- 
fessional or technical workers, and managers or pro- 
prietors rather than farm laborers. 

At present, more than half of the female workers in 
all major occupational groups, except farmers and 
service workers, are wives. And nearly 80% of the 
service workers, excluding private household workers, 
are wives. 


Why Women Work 


Despite the availability and/or attractiveness of jobs, 
there are other factors that help determine whether or 
not a wife is likely to work outside the home. Financial 
necessity exerts the strongest pull into the labor force. 


Income Distributions of Husband-Wife 
o/s Families in 1958 
30 


20 


MONEY INCOME 


“ Wives in paid labor force Source: Bureau of the Census 


A wife is more apt to seek work if her husband’s income 
is low, if her husband become’ permanently or tempo- 
rarily unemployed, or if an emergency expenditure 
arises. In recent years, a number of wives have appar- 
ently entered the work force in order to provide the 
family with goods and services that it could not other- 
wise afford. Noneconomic reasons, such as working in an 
adult environment, making use of one’s earlier educa- 
tion and training, or avoiding the inclination to “waste 
time,” are usually only secondary. 

The reasons for working and the opportunity to work 
are closely related to such conditions as the presence and 
age of children, the wife’s age, and the income of the 
husband. The wife’s educational level, her husband’s 
employment status, and her place of residence are also 
important factors. 

The major deterent to labor-force participation is the 
presence of very young children. Only 18.7% of mothers 
with children under six years of age work, and these are 
most likely to take part-time jobs or work sporadically 
throughout the year. These women are only half as 
likely as other wives to be in the labor force. On the 
other hand, mothers with school-age children have a 
higher participation rate in the labor force than do 
married women without children, who account for 
46.5% of working wives. 

The wife with the highest participation rate is be- 
tween forty-five and fifty-four years of age. These 
women are generally freer than other wives of household 
responsibilities, and their children are apt to be in their 
late teens or early twenties. The greatest number of 
working wives are between the ages of thirty-five and 
forty-four. The 45-54 group is the second largest, a shift 
from 1949 when the 25-35 group ranked second. 

Only a small number of wives over sixty-five years of 
age work. These women, together with the mothers of 
preschool children, make up 40% of all wives and 49% 
of all wives who do not work. 

Women with household responsibilities normally have 

1A recent and inventive program of one company is discussed in 


the September, 1960, Management Record, in an article entitlec 
“Part-Time Working Mothers—A Case Study” 


Income Characteristics of Working-wife Families 


% of Wives in Labor Force, % of Husband-Wife i 
by Income of Husband with Working Wives, b 


Money Income in Previous Year Income in Previous Yea 


1959 1951 1959 1951 


Onder $7,000 32 28 13 13 
1,000-1,999..... 31 29 17 19 
2,000-2,999...... 35 28 21 19 
3,000-3,999...... 24 21 
4,000-4,999...... } 35 \ 25 22 27 
5,000-5,999...... 28 34 
6,000-6,999...... ; 2? } 16 34 37 
7,000-9,999...... 24 7 Al 28 

$10,000 and over..... 15 12 37 14 

Taka OE ee 31 25 29 23 


Sources: Bureau of Labor Statistics; Bureau of the Census 
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not worked outside the home unless pressed by eco- 


nomic circumstances. In the early Fifties, a wife was 
most likely to be in the labor force if her husband’s 


income was low; her participation decreased as her hus- 


band’s income increased. The largest percentage of 


working wives were those whose husband’s yearly in- 
come was less than $3,000. The majority of these 
“women were, obviously, in the labor market to help 
provide basic family necessities. 


By March, 1959, the largest percentage of working 


“wives were those whose husbands received between 


$2,000 and $5,000 annually in money income. While a 


wife is still more likely to go to work if her husband’s 


income is at the lower end of the income scale, the 


proportion of working wives whose husbands are in 
“higher income groups has risen. The proportion of work- 
ing wives whose husbands received between $5,000 and 

$7,000 nearly doubled from 1951 to 1959; the propor- 
tion whose husbands earned $7,000 to $10,000 more 
than tripled. To obtain a more meaningful comparison, 


the Bureau of Labor Statistics regrouped the data for 
wives from twenty to forty-four years of age by income 
quintiles. The results showed that the greatest increase 
in percentage of wives in the labor force apparently 
occurred in the top-income class. 

Even at current prices, the average family with an 
income of $5,000 is not living on a subsistence level. 
However, regardless of the income level, few families 
feel they have sufficient income to meet their needs. 
Today’s family goals include homeownership, appli- 
ances and furnishings for the home, automobiles, and 
advanced education for children. Expenditures on 
homes, for example, are 136% higher than in 1949, 


reflecting both rising prices and added purchases. Home- 


ownership by nonfarm families (including other than 
husband-wife groups) has risen from 51% to 58%. 
With the aid of credit buying, many of these items 


are within the reach of the majority of middle-class 


families. Thus, while many wives may feel they are 


working because of economic necessity, they are actu- 
ally easing the economic strain of attaining these goals 
and helping to raise the family level of living. 


. 


, 
; 
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| 
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A wife is least likely to work when her husband’s 
income is more than $10,000. In this income group, the 
proportion of wives entering the labor force changed 


Median Incomes of Husband-Wife Families 


Wife in Paid Labor Force Wife Not in Paid Labor Force 


EL a ee oe 6,214 4,983 
oS Se: Sees 6,141 4,833 
XC ea 5,957 4,645 
| UIST aie ei ea a 5,622 4,326 
GYD” Tie, Cae tata 5,336 4,051 
DE ee eee 5,118 3,932° 
MD 2 Phe cose s scshdinys 4,900 3,812 
US Ee 4,631 3,634 
21) eae 4,003 3,315 


a—Estimated by The Conference Board 
Source: Bureau of the Census 
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only slightly from 1951, when 12% were working, to 
1959, when 15% were working. Economic pressures still 
exist at this income level. College education for one or 
more children can be an economic burden, and rather 
than reduce their standard of living to provide for the 
additional expense, some wives in this income bracket 
prefer to work. Many of these women are apt to be pro- 
fessional people who enjoy careers and who wish to put 
their special knowledge or skills to use. 


Contribution to Family Income 


Of the 44.2 million families in March, 1959, 38.6 mil- 
lion (or 87%) were husband-wife families. Thus 900,000 
married couples (or 2.4% of all married couples) are 


Changes in Income Distributions 
of Husband-Wife Families 
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Sed: aa 
MONEY INCOME 


4 Wives in paid labor force Source: Bureau of the Census 
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living with relatives as family members. The income 
level and the labor-force status of these wives could not 
be determined from available data. 

The income of wives (in husband-wife families) was 
approximately $27.5 billion in 1958, slightly less than a 
proportional share of total female income. (This income 
does not consist entirely of wages and salaries. Income 
is also obtained from interest and dividends, rentals, 
and social security and other pensions.) 

The wife’s median income of $1,200 is lower than the 
income of single women or women not supported by 
husbands. Because she generally interrupts her labor- 
force participation when her children are young, her 
skills and experience are not comparable to others. The 
majority of older women workers are wives; since their 
educational level is generally lower than that of younger 
women, they often hold lower-paying jobs. Also, the 
working wife still regards the running of a home her 
main responsibility, and is more likely than other 
workers to drop out of the labor force during the year. 

The tendency of working wives to leave the labor 
force is illustrated by the fact that in March, 1959, 
30.9% of married women were employed, while 41.5% 
had worked sometime during the previous year. One 
third of the wives who worked in 1958 worked the entire 
year on full-time jobs; the remaining workers were 
almost equally divided between part-time and part-year 
work. The working wife accounted for a little more than 
half of the full-time female workers and for three fifths 
of the part-time workers. 

The working wife’s average contribution to family 
income is 20% to 24%. According to the Bureau of Labor 
Statistics, the wife who works on a full-time basis sup- 
plies 39% of family income, while those who work part- 
time or less than half a year contribute 6%. 

The wife’s income is not distributed proportionally to 
her husband’s, although a slight relationship does exist. 
The working wife’s income does tend to increase as her 
husband’s income increases, but not so rapidly. At 
lower income levels she contributes proportionally more 
to family income than she does at higher income levels. 
A study by the Bureau of the Census in 1951 showed 
that if the husband earns less than $1,000, the wife is 
likely to earn as much to double their joint income. If 
her husband earns $4,000, she will add approximately a 
third more to family income. A rough estimate of the 
income distribution of husbands with working wives 
shows that this relationship apparently holds today. 


Income Distributions 


Of the 38.6 million families with both husband and 
wife present in March, 1959, 11.0 million had wives 
in the paid labor force.! The income distribution of these 
families is different from that of families where the wife 
stays at home (see chart). Families with working wives 


1 Persons working for pay and those looking for work who last 
worked for pay are classified by the Bureau of the Census as members 
of the paid labor force 


- families in the middle- and upper-middle income class. 


constitute a smaller proportion of the low- and lower- 
middle income ranges than do families in which wives do 
not work. They are relatively more numerous, however, 
in the $7,000—-$15,000 income brackets. On the other 
hand, there are comparatively fewer working-wife fami- 
lies in the high income levels of $15,000 and over. 
Hence, the working-wife family can be characterized as 
primarily a middle-class family. 

Both family groups (with and without a wife in the 
labor force) have improved their financial status since 
the beginning of the decade, when the largest number 
were earning between $3,000 and $4,000; but the shift 
up the income scale has been greater for the family with 
a working wife. The average (median) income of both 
family groups rose over 50% in the past decade. The 
median income of the working-wife family rose most 
rapidly, and at a faster pace than that of families with 
nonworking wives, during the early 1950’s. In recent 
years, however, growth in income has been more rapid 
among families in which the wife is not employed. 


Difference in Median Incomes 


The median income of working-wife families is one- 
fourth higher than the median income of other husband- 
wife families. This is a larger difference than existed in 
1950, but the smallest since then, an indication that the 
gap between the two family groups may narrow even 
further unless pay scales for women change. 

Aggregate income is more evenly distributed among 
families with working wives, as seems likely from their 
income distribution. This can also be shown by a com- 
parison of mean incomes. The estimated mean income in 
the working-wife family is only slightly higher than the 
median. In the family where the wife does not work, the 
mean income is higher than the median by $1,000. Thus 
the difference between the two means is not nearly so 
great as the difference between the two medians. 

The importance of the wife’s income can be shown by 
the fact that while 32% of wives whose husbands receive: 
under $1,000 work, only 13% of all husband-wife: 
families receiving under $1,000 have working wives. At 
the upper end of the income scale ($10,000 and over), 
37% of the families have working wives, whereas 15%, 
of the wives whose husbands earn over $10,000 work. 

The working-wife family accounts for 29% of all 
husband-wife families, but receives 31% of aggregate 
family income. Most of this additional income is ob- 
tained at the $3,000-$5,000 level. Families above the 
$10,000 level with working wives receive 31% of the 
income in their group. 

Although working-wife families represent only a small 
fraction of all husband-wife families with incomes over 
$25,000, they do represent a considerable portion o 


And the importance of the working wife is likely t 
continue to grow. 
Zor CAMPBELL 
Division of Consumer Economics 
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: Consumer Markets 
A Second Look 


at Population Growth 


sector continue to be indecisive. In general the 


: r WHE STATISTICAL readings in the consumer 


situation defined by the numbers can best be 
described as “‘static.”’ Retail sales are about where they 
were at this juncture a year ago, after adjusting for 


_ price changes, but somewhat below the peak levels ex- 


perienced in the spring. On the other hand, personal 


- Income continues to move up, if only moderately. More 


conclusive business trends are likely to emerge later in 


_ the fall: but as of now the outlook is not heartening. 


The Growth Factor 


The neat round number of a decennial year inevitably 
sets off a substantially heavier than usual volume of 
long-range forecasting. This year, 1960, has been no 
exception, and the marketing fraternity has amply con- 
tributed its share of estimating the likely dimensions of 
tomorrow’s business. Most forecasters employ popula- 
tion figures as a point of departure; for one thing, 
population change can be foretold with a relatively high 


Projections of Age Groups in the Sixties 
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degree of precision—over three fourths of our population 
ten years hence is already with us. 

More importantly, the level of future economic ac- 
tivity will be much contingent on the number of persons 
involved. More than half of the real increase in personal 
consumption expenditures in the past decade, for 
instance, can be related to the simple fact of more 
people. Likewise, shifts in the importance of age groups 
go a long way in explaining the differences in demand 
growth for various categories of goods and services. 

For this generation of marketers population trends 
have a greater relevance than ever. In the normal course 
of events, significant changes in-the birth rate evolve 
slowly. But today’s population has far from a normal 
inheritance. Two major wars, a severe, protracted de- 
pression and an unparalleled decade of prosperity —all 
in less than half a century—have caused wide gyrations 
in the nation’s birth rate, and thus vast, abrupt and 
perpetuating changes in age-group composition. For 
example, the decline in births during the depression 
Thirties will mean an actual decrease in the thirty-to- 
forty age group in the current decade, while the postwar 
baby boom will give us a bumper crop of adolescents. 

Such sharp shifts in the population composition have 
ramified implications for marketers. Since stage in life 
cycle is an important determinant of what and how 
much the consumer buys, the fortunes of some indus- 
tries are going to fare better than those of others in the 
immediate years ahead. Beyond that, the age factor will 
also affect many specific aspects of product merchandis- 
ing—color, design, packaging, product image, and 
choice of advertising media. 

The relevance of age distribution to marketing hardly 
needs elaboration, but what may well stand a closer look 
are the uses frequently made of population statistics. In 
estimating future sales potentials it is prevalent prac- 
tice to compute expected growth for the pertinent age 
groups, and to relate the ratios to the buying charac- 
teristics of those groups. From 1960 to 1970, for 
example, persons in the age bracket twenty to twenty- 
four are expected to be over half again more numerous. 
So it is generally concluded that in the course of the 
present decade there will be an enormously increased 
demand for products bought by young homemakers. 

The figures do justify optimism, but not the degree of 
it they sometimes seem to generate. As impressive as 
may be the anticipated increment in the 20-to-24 age 
bracket, it will account for barely a tenth of the nation’s 
total adult population and a smaller proportion of all 
families. Thus it will take a tremendous increase in the 
size of that group to make a detectible difference in 
total demand. Some age classes account for a larger 
share of the demand for certain products than their 
relative number would suggest (children and toys, for 
instance), but for almost everything future sales will be 
affected by both the growth of the various age groups 


_ and by their relative weight in aggregate buying. 
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The Long-term Trend in Marriages 


TOTAL MARRIAGES 
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THE ECONOMIC CYCLE IN MARRIAGES 


' marriages are mainly a demographic phenomenon; 

that is, they are the product of underlying trends 

in population by age group. In the short run, however, 

marriages appear to be considerably influenced by the 
trend of economic conditions. 

Over the past forty years, the long-run trend of 
marriages has been roughly s-shaped. During the 1920’s, 
marriages drifted sidewise, with little fluctuation. 
Following a brief decline during the Great Depression, 
they rose sharply throughout the remainder of the 
Thirties, reached a peak in the mid-Forties, and there- 
after drifted downward from their abnormally high 
wartime level to a postwar trough in the late Fifties. 

Two factors have mainly determined the shape of this 
long marriage wave: the growing numbers of persons 
reaching marriageable age in the 1920’s and 1930's, and 


l G-TERM fluctuations in the number of 
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a downward shift, starting in the Forties, in the average 
age at first marriage. The trend toward earlier marriage 
has sustained a high level of marriages in the postwar 
period, in the face of sharply diminished numbers of 
persons of marriageable age. 


The Short Term 


The annual number of marriages increased by over a 
million during the long swing from the early Thirties to 
the mid-Forties. In the short run, however, there have 
been mild cyclical fluctuations in marriages. These 
short-term cycles appear to be induced by changes in 


‘business conditions, notably in income and employment 


variables. They have measured one to three years in 
length, with peak-to-trough amplitudes ranging from 
nearly 30,000 marriages (seasonally adjusted quarterly 
total) during the 1953-1954 recession period to approx- 
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Thirties. 


imately 200,000 marriages during the early depression 
In effect, this marriage cycle represents 


_ deviations from a hypothetical normal determined by 
_ demographic considerations; it is thus equivalent to the 


number of temporary marriage 


“‘postponements” and 


_ subsequent “make-ups”’ that have resulted from changes 
_ in marriage plans because of changing economic circum- 
_ stances and expectations of prospective brides and bride- 
grooms. 


During the 1952-1960 period, cycle fluctuations in 


Marriages have been marginal; only a relatively small 
_ percentage of annual marriages has been affected by the 
_ periodic swings in general business activity.1 The nearly 


30,000 decline in marriages during the 1954 recession 


_ represented only about 8% of total marriages. The drop 
_ of 44,000 in 1957-1958 amounted to about 12% of total 
marriages. 


Economic Variables 


The number of marriages has been drifting downward 
since 1952. But when quarterly data on marriages are 


_ converted into seasonally adjusted annual rates—that is, 


when marriages are related to the number of currently 


_ available unmarried females eighteen to forty-four years 


old?—the.downtrend disappears and the secular level of 
marriages appears “normal,” or stabilized. The data on 
unmarried females, the base used for computing the 
marriage rate, is a demographic series and essentially 
noncyclical in the short run. Hence its use in the compu- 
tation of the marriage rate does not affect the true shape 
of the marriage cycle. The resulting fluctuation in the 
marriage rate mainly reflects an actual cycle in marriages. 

For correlation analysis, two types of economic vari- 
ables were chosen to “explain” the cycle in the marriage 
rate: the average length of the manufacturing workweek 
(in hours, during the current quarter, seasonally adjust- 
ed and corrected for trend), and the average civilian un- 
employment rate in the prior four quarters (seasonally 
adjusted and corrected for trend). 

The average workweek—a “leading” indicator which 
may be taken to reflect current income expectations 
among prospective married couples—moves in close 
conjunction with the marriage-rate cycle: both series 
tend to lead the general business cycle at turning points 
by one to two quarters. The deviations in the unemploy- 
ment rate during the prior four quarters are assumed to 
reflect the economic circumstances of potential married 
couples during the recent past. And, more directly, 
changes in unemployment increase or reduce the base 

1 Prewar data on marriages by months or quarters are not available. 


he war, early postwar, and Korean war periods are excluded from 
analysis here because of distortions apparent in the level of marriages 


‘and the marriage seasonal 


® The ideal marriage-age group would be sixteen to forty-four. How- 
ever, this age breakdown is not available. Unmarried females fifteen 
to forty-four, the group traditionally used, was discarded here because 
of the unusually large numbers of fifteen- year-olds entering into the 
data in the late Fifties. Comparatively few of these fifteen-year-olds 
were married prior to their sixteenth birthday. To include them in the 


‘Inarriage-age base would induce a false downtrend in the rates 
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number of persons in an economic position to consider 
marriage. 

The coincidence in timing of turning points and the 
high correlation between the marriage rate and the 
average workweek (r = .78) suggest that the marriage 
rate in the past eight years has been extremely sensitive 
to early signs of general business contraction and ex- 
pansion, and that the marriage rate further reacts to the 
later cumulative phases of the business cycle in terms of 
rapidly increasing numbers of marriage ‘‘postpone- 
ments” and “make-ups.” It is reasonable to assume that 
changes in income as a result of changes in hours and 
employment can alter marriage decisions on the part of 
persons directly affected. Furthermore, such changes are 
part of the psychological environment in which mar- 
riage decisions are made. Thus they are in part “proxy”’- 
type variables. For example, early signs of weakness in 
business appear in the form of a shortened workweek; 
the young prospective bridegroom, short on savings and 
lacking in job seniority if he is employed, becomes un- 
certain about his ability to finance his forthcoming 
marriage. He may feel that if hours fall now, his employ- 
ment may soon be affected. A wait-and-see decision 
results, which delays the marriage until “the signs” im- 
prove. If unemployment has already been running high, 
those considering marriage will be all the more cautious. 


The Regression Equation 


Multiple correlation of the marriage rate with the 
current workweek and prior unemployment yields a 
correlation coefficient r=.86. The unexplained residuals 


Marriages per 1,000 Unmarried Women, 
Aged 18-44 


'54, 153 1ST 


1952 7453 


_ Seasonally adjusted annual rates 


Sources: Department of Labor; Department of Commerce; Department of Health, Education, 
and Welfare; The Conference Board 
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from the correlation appear essentially random and non- 
cyclical. Thus the independent variables evidently 
account for the bulk of the cyclical variation in the 
marriage rate. The residuals, however, showed a slight 
upward linear trend which was apparently disguised in 
the original marriage-rate data. 

This is not surprising, considering that in recent years 
increasing proportions of sixteen- and seventeen-year- 
old females have been marrying.! These ages were not 
accounted for in the computation of the marriage rate 
owing to lack of data. In order to allow for their effect in 
the regression equation, “‘time”’ was then added to the 
correlation as a substitute independent variable. The 
residuals now appear trendless, noncyclical, and random, 
except for a slight unexplained bulge in 1956 and early 
1957. This could represent marriage “advancements’’; 
that is, marriages “‘borrowed” from the future as a result 
of the extreme optimism generated by the very favorable 
prevailing levels of economic activity. Actual and cal- 
culated marriage rates and residual values are presented 
in the chart on page 21. The final regression equation, 
covering the period from the first quarter of 1952 to the 
second quarter of 1960, is as follows: 


M = 235.43 + 12.79Ih — 3.973u + 0.273t 
r (coefficient of correlation) = .93 
r? (coefficient of determination) = .86 
Sy (standard error of estimate) = 2.7 
Where: 


M is the number of marriages per 1,000 unmarried women, 
ages eighteen to forty-four in the current quarter, season- 
ally adjusted at annual rates; 


h is deviations from trend in the average hourly workweek 
in manufacturing in the current quarter, seasonally adjusted; 


u is deviations from trend in the average civilian unemploy- 
ment rate in the previous four quarters, seasonally adjusted; 
and 


tis time; the first quarter of 1952 equals 1. 


Calculated Marriages 


The calculated marriage rates derived from the final 
equation can be converted into calculated total mar- 
riages by multiplying through by the number of un- 
married women aged eighteen to forty-four, which was 
used as a marriage-rate base. Calculated total mar- 
riages, thus derived, retain essentially the same cycle as 
the marriage rate series and reveal the same downward 
trend. 

An estimated “economic cycle” in marriages, as well 
as the estimated total number of marriage “postpone- 
ments” and “make-ups” induced by changing economic 
conditions, can also be calculated from the figures. 
Economically influenced marriages in any given quarter 
are represented by the algebraic sum of: (1) the re- 
gression coefficient of the average workweek variable 
times the deviation in the average workweek; and (2) 
the regression coefficient of the unemployment variable 
times the deviation in the average unemployment rate 


1 Marriages of sixteen- and seventeen-year-old females represented 
11.3% of all marriages in 1958, compared with 8.5% in 1952 


in the past four quarters. Or, in statistical terms: 
12.791h —3.973u. 


The Economic Effect 


From 1952 to 1960 the indicated number of marriages 
affected by economic conditions fluctuated from a high 
of 53,000 marriages (seasonally adjusted annual rate) 
above “normal” in the fourth quarter of 1952, when the 
average workweek was at peak levels and recent unem- 
ployment rates were down, to a low of 88,000 marriages 
below “normal” in early 1958, when hours worked were 
down and unemployment had been running high. A 
statistical accumulation of these marriages during peri- 
ods of marriage recession and recovery indicates the 
total number of economic “‘postponements” and “make- 
ups” over the past eight years. In chart 2 on this page, 
marriage postponements appear below the zero line and 
make-ups above the line. During those periods when 
marriages crossed the zero line, the economic effect of 
changing hours and unemployment, within the present 
framework, was neutral. 

The total number of recession-induced marriage post- 
ponements from the fourth quarter of 1953 to the first 
quarter of 1955 amounted to 71,250. The great bulk of 
these were made up during the ensuing six-quarter re- 

[Continued on page 25] 


The Marriage Cycle 


1,600 


1,450 


100 


50 


ce) AL Ss ss oe 
Y 
-80 
~ aes thaonanceres 


=-100 
ISS20arss 154 455 '56 ROI? '58 159 ‘60 
Thousands of marriages, seasonally adjusted annual rates 


Sources: Department of Commerce; Department of Health, Education, and Welfare; Depart- 
ment of Labor; The Conference Board 


BUSINESS RECORD 


Aspects of the New 
City Workers’ Budget 


FTER EIGHT YEARS, the Bureau of Labor 
Statistics revisits the city-worker budget family. 
In an article appearing in the August, 1960, issue of the 
. Monthly Labor Review, the characteristics of this family 
- are meticulously described, and the reader is cautioned 
at almost every step as to the limits of interpretation 
- and application, so that by the time he is through he 
* may very well feel that the package is labeled “for 
, external use only.” 


How the Budget Has Changed 


' The remaking of the city workers’ family budget pro- 
_ vides an opportunity for comparison with the previous 
budget, which was last published in 1952 and which was 
described in detail comparable to the present budget in 
| the February, 1948, issue of the Review. 

_ As in the earlier reports, the budget family enjoys a 
' “modest but adequate” level of living. Standards of 
| adequacy have, however, been raised. For example, on 
| the average this family now consumes about 30% more 
_ milk and milk products, almost 50% more meat, poultry 
| and fish, about 20% more eggs, and 30% more citrus 
- fruits. On the other hand, its intake of dried beans and 
| peas, fats, and oils has declined. The family consumes a 
_ greater quantity of cigarettes, and if it owns a car trades 
} it in more often and uses it harder. It takes more fre- 
' quent haircuts; and, although it still occupies a five- 
room rented apartment, uses more electricity and water. 
In its clothing outlays, the family reflects the trend 
' toward greater use of the newer fabrics and toward 
more casual wear, although over-all quantities do not 
seem to have changed. Additionally, its budget now in- 
cludes a number of new items: a television set, a tele- 
| phone, and the use of launderettes. 

In evaluating the budget, we must first consider it as a 
statistical construct. What the family spends on food is 
compounded of observation and recommendation and is 
based on the extensive Department of Agriculture 1955 
Household Food Consumption study as modified by the 
' most recent (1958) nutritional standards of the National 
Research Council. Housing standards are identical with 
| those of earlier budgets: a five-room rented dwelling 
| unit having the same plumbing and heating facilities. 

_ Expenditures for “other goods and services” are 
determined largely—although not exclusively—by ex- 
| amining quantity-income relationships for budget-type 
| families in the 1950 Survey of Consumer Expenditures; 


| NOVEMBER, 1960 


23 


that is, the budget quantities are determined by “the 
point on the income scale where families stop buying 
‘more and more’ and start buying either ‘better and 
better’ or something else less essential to them.”! This 
procedure—which seems to have been followed largely 
for clothing—tends, as the Review article points out, to 
determine quantities on the basis of expenditure pat- 
terns in the lower, or initial, income classes. Among the 
important items for which quantities could not be deter- 
mined in this way are footwear, furniture, and equip- 
ment. 


Greater Regional Differentiation 


Finally, the latest report pays closer attention to 
regional differences in consumption patterns. This fact 
is of importance when comparing intercity differences in 
living costs. For the first time in the history of these 
budgets, allowance is made for regional variations in the 
consumption of food. Estimates of variations in the 
amounts spent for warm- and cold-weather clothing and 
for fuel are, as before, made on the basis of relationships 
to the number of degree days in each of the cities 
covered. 

Partly as a result of the regional differentiation in 
food consumption, the present budget shows a greater 
degree of variability than the previous ones. Food, in 
particular, is no longer the most stable large component 
of expenditure; it has been replaced by clothing, which 
remains the least variable expenditure even after the 
variation in food is reduced by deleting three southern 
cities (Atlanta, Baltimore and Houston) where food out- 
lays are typically lower than in other parts of the 
country.” 

With the present interim revision of the city workers’ 
family budget, a postwar pattern of consumption re- 
places the prewar pattern represented in the budgets 
published until 1952. But it still has not been fully 
brought up to date. The budget family still occupies 
rental quarters, although there has been a significant 
shift to owned housing in the past decade; and sufficient 
weight is not given to the much greater use of automo- 
biles. In addition, the wife continues to find her full 
employment at home, ignoring the growth in labor- 
force participation by wives with working husbands. 


Budgets vs. Spending 


It is only necessary to make a rough comparison 
between historical and budget changes in expenditures 
to see how widely they diverge. This may be done by 
comparing per capita changes in personal consumption 
expenditures from 1947 to 1959 with changes in the 
expenditures of the budget family over the same period 
and noting what per cent of increase in cash outlays for 
particular groups of expenditures could be attributed to 
changes in the levels or standards of living.* (See table.) 

When these computations are applied to budgets and 


(Footnotes on page 24) 
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personal consumption expenditures to detect implicit 
changes in quantity, both some sharp differences and an 
amazing similarity are discovered. First to be noted is 
the huge difference between the more than 50% increase 
in the budget quantities for food as compared with the 
estimated decline in the personal expenditure series, 


Per Cent of Increase in Expenditures in Comparable Groups 
Due to Implicit Quantity Changes, 1947 to 1959 


Budgets: Personal Consumption 
City Averages Expenditures 
per Capita 
FOOG crenia'sterele ateietelet ote aie atere A 54% —5% 
Transportation, public and 
PFIVOTO la fevele a cleXarsie § <uccotoss ee 25 52 
Clothing’: sik sisisisisieis't 4 e orsteies 44 32 
HOUSING steletate' a aierelaietelo latory s 53 52 


indicating that there has actually been virtually no 
change in the amount of food consumed per capita. 
However, as has been pointed out, quality changes can- 
not be detected by the method used, so that shifts from 
beans to meat and from less to more highly processed 
foods are missed; but it is nevertheless unlikely that 
quality shifts would close much of the gap between the 
two estimates. 

A comparison of the transportation items would ap- 
pear to indicate that budget allowances have not kept 
pace with growth in this area. Clothing standards seem 
to have increased about in line with personal consump- 
tion expenditures. There is, however, no way of account- 
ing for the huge quantitative increase in budget housing. 
Specifications for the dwelling unit have not changed, 
and greater allowances for water and electricity are too 
small to account for the implicit quantitative difference 


computed for the budget. The housing budget is made 
up of three principal components: rent, heat and utili- 
ties; housefurnishings; and household operation. Of the 
three, housefurnishings shows the greatest percentage 
increase in costs owing to increases in quantity. On the 
average these account for about 30% of increased out- 
lays due to quantity, leaving almost 70% to the rental 
component. There remains the unlikely probability that 
the consumer price index used to deflate housing costs 
has failed to reflect actual increases sufficiently so that 
the implied quantity residue is too high. 


An Earlier Comparison 


It may be objected that comparisons of the kind 
noted above should not be made in evaluating the his- 
torical adequacy of the revised budget standards, since 
the intent of the revision was to adjust for differences in 
prewar and postwar living standards and not for the 
standards of the most recent decade. A prewar-postwal 
study has already been made, showing that, not unlike 
the recent decade, percentage increases in food expendi. 
tures from the mid-Thirties to 1950 were low as com- 
pared with virtually all other types of expenditure, that 
increases in transportation were among the highest, anc 
that generally the trend was toward large increases 15 
outlays on durable goods and much smaller ones or 
nondurables.‘ 

The suitability of the city workers’ family budget as ¢ 
tool for evaluating adequacy of incomes has been dis: 
cussed in a previous Conference Board publication.® Ii 
used with caution, the budget may be useful as 
generalized measure of differences in living costs among 
cities. In an age of increasing plenty and great mobility. 
however, it would seem that other types of indexes are 
needed. The mode of construction of the city workers 


Footnotes 


1 Monthly Labor Review, August, 1960, p. 802 


* The coefficient of variation, which is the ratio of the standard 
deviation to the mean of the data, is used to provide a relative meas- 
ure of variability. For the food group, this coefficient was 2.2% in 
1947 and 6.7% in 1959. With the three southern cities deleted, the 
coefficient for food drops to 4.5% as compared with 3.7% for clothing, 
9.7% for housing, 14.2% for medical care, and 9.8% for transportation 


® The device employed for this purpose is based on a partitioning of 
expenditure changes into two factors: price, P, and quantity, Q. In 
1947, an amount PQ is spent on a given commodity. By 1959, P has 
changed to P + AP and Q to Q + AQ. The 1959 expenditure is, 
therefore, PQ + PAQ + QAP + APAQ. 

The difference between the two expenditures is the sum of the last 
three terms in this expression. That part of the difference owing to a 
change in price is (Q + AQ/2) AP, while that part owing toa change 
in quantity is (P + AP/2)AQ. In dealing with groups of expendi- 
tures, Q is a derived quantity. To simplify computations both P and 
Q for 1947 are made to equal 1. The Q for the 1959 expenditure is 
derived by dividing the ratio of 1959 to 1947 expenditures by the ratio 
of 1959 to 1947 prices. The final estimate of the amount of cash outlay 
due to changes in quantity would then be: the product of the total 
cash outlay in 1947 by (P + AP/2)AQ. 


For example, suppose the following to be the data on prices anc 
expenditures in 1959 and 1947: 


Price index, 1947: 90 
Price index, 1959: 135 
Expenditures, 1947: $500 
Expenditures, 1959: $900 
Ratio of prices, 1959 to 1947: 1.5 
Ratio of expenditures, 1959 to 1947: 1.8 
Ratio of expenditures to price ratio: 1.8/1.6 = 1.2 
Estimated price effect: $500 (1 + .2/2) (.5) 
= $500 (1.1) (.6) = $275 
Estimated quantity effect: $500 (1 + .5/2) (.2) 
= $500 (1.25) (.2) = $1265 
The expenditures attributed to price and quantity changes add uj 
to the total change in expenditures. In this case, 31.25% of the in 
crease in expenditures can be attributed to changes in quantity pur 
chased. This is a rather crude measure, which does not inform us 0 
changes in standards owing to shifts in quality, and must be con 
sidered a minimum estimate of the improvement in standards o 


living. Although it is a gross figure, we would not judge it to be wildl; 


inaccurate, since much of the raising of standards was of the “mor 
of everything” variety 


«Standards and Levels of Living of City-Worker Families,’ 
Monthly Labor Review, September, 1956 


5 Studies in Personnel Policy, No. 172, “Preparing for Collectiv 
Bargaining,” p. 86ff 
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budget is rooted primarily in standard budgets for 
relief purposes. The family whose cost it purports to 
measure is stable—in the same sense that the ageless 
characters in comic sections are stable—but is hardly 
representative of an appreciable and easily identifiable 
segment of the population. 

At an earlier point in the history of these budgets, one 
of the Bureau’s writers pointed to the as yet unfulfilled 
objectives of a budget program: 


“Before a completely valid general comparison of incomes with the 
the costs of family budgets can be made, it would be necessary to 
develop budgets for all the common types of family, to assemble 
accurate figures on the distribution of income for each size of family 
and fo estimate the cost of budgets in communities of different sizes 
throughout the country. . . . To complete the work would require, at 
the least, budgets for single persons, budgets for families of two at 
different points in the age scale, budgets for three, five, and six 
persons of the most usual age compositions, and collection of prices 
in representative cities under 50,000 population. To assemble the 
data on income distribution would require continuous collection of 
data from various sources... .''t 

Such an ambitious program would be of inestimable 
value, and perhaps part of such a program, with em- 
phasis shifted from budgets to observed spending pat- 
terns, might come out of the Bureau’s new survey of 
family expenditures. 


Lro B. SHouan 
Division of Consumer Economics 


1 Monthly Labor Review, February, 1948, p. 176 


Cycle in Marriages 
[ Continued from page 22 ] 


covery. In the following marriage recession period (from 
the fourth quarter of 1957 to the first quarter of 1959), 
73,000 marriages were postponed, of which only half 
were made up by the end of the second quarter of 1960. 
Assuming a continuation in the second quarter make-up 
rate, the remaining marriages would be made up before 
the middle of 1962; but changing economic conditions 
could, of course, retard or accelerate the recoupment. 
Total marriages are expected to rise sharply from their 
present level throughout the Sixties and Seventies, as 
increasing numbers of the bumper crop of postwar babies 
reach marrying age. Census estimates of first marriages 
alone (see source note in the projections chart), which in 
recent years have amounted to about three fourths of 
_ total marriages, indicate annual levels of 1.2 million to 
1.3 million in 1960-1965, 1.5 million to 1.6 million in 
1965-1970, 1.7 million to 1.8 million in 1970-1975, and 
1.8 million to 2.0 million in 1975-1980. If recent pro- 
portions of second and later marriages to first marriages 
do not change significantly, total marriages may well 
reach 2 million by 1970 and amount to 2.5 million by 
1980, a full two-thirds increase over present levels. 
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Future fluctuations in general business activity, 
particularly in the employment sector, can be expected 
to impose waves of temporary marriage postponements 
and make-ups on this rising secular tide of marriages. 
(First births a year later can also be expected to be 
affected.) As in the past, marriage cycles will doubtless 
vary in amplitude according to the severity and dura- 
tion of the recessions in business and employment and 
the degree and speed of subsequent recoveries. In the 
event of an incomplete “recovery” in marriages, the 
accumulation of uncompleted marriages might be ex- 
pected to induce a more rapid advance in the next mar- 
riage recovery. 

However, a prolonged period of retardation in busi- 
ness conditions, combined with continuing high rates 
of unemployment, might well result in an increase in 
the average age at first marriage and raise doubts about 
the longer-term projections of marriage rates. 

ALFRED TELLA 
Division of Business Analysis 


Consumer Markets 
[ Continued from page 19 ] 


Another limitation in appraising the future market by 
simply comparing population levels at the start and the 
end of a decade is the fact that such calculations fail to 
tell us much about the many interim years. What the 
dimensions of the market are likely to be in 1970 is 
useful information, but much business is going to be 
done before we get there. If population growth for each 
age year increased at a reasonably even pace, the incre- 
ment between any two points in time would be a fairly 
good indicator of developments in the intervening years; 
but, as we know, growth patterns fluctuate sharply. 

To measure the volume of demand likely to develop 
during the decade requires a somewhat different ap- 
proach to population numbers. Specifically, the buying 
power that will be generated by any particular age cate- 
gory in the course of a decade will be affected not only 
by how many persons will be in the age bracket during 
the period, but also by how long they will continue to 
be in that bracket. Quite clearly it is the product of 
those two factors—that is, the average annual popula- 
tion of an age group in a period—that provides a meas- 
ure of that group’s market importance, and not its 
size change between terminal years of the time span. 

At what point in the period will the size of each 
pertinent age group increase or decline most sharply? 
We will have many more babies by 1970 but roughly 
when are they scheduled to appear in large numbers? 
Such questions, and the effects on demand that might be 
anticipated from our changing age distribution, will be 
discussed next month. 

Fasran LINDEN 
Division of Consumer Economics 
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Where Directors Reside 


HREE out of five of the directorships of 671 of 
America’s largest corporations are held by men 
residing in just ten metropolitan areas. More than a 
fourth of these directorships are held by men living in 
the Greater New York Metropolitan Area. These facts 
emerge from a study THE CoNFERENCE Boarp has 
made of the residences of the directors of the country’s 
500 largest manufacturing companies and fifty largest 
companies in each of the following areas: commercial 
banking, insurance, merchandising, public utilities, and 
transportation.} 
Three quarters of all the directorships of the 671 co- 
operating companies are held by men residing in the 
twenty-five urban areas listed in the table below. 


Distribution by States 


Some directors of these 671 companies reside in every 
state except Alaska. Fifty-seven directorships are held 
by men residing in Canada and twenty-three by men 
living abroad. New York, Illinois, Pennsylvania, Cali- 
fornia, and Ohio are the most common residence states. 

Information was collected on the basis of urban areas. 
A few of these areas lie within two or more states. For 
example, the Greater Metropolitan New York Area 
includes the southern tip of Connecticut and the 
northeastern corner of New Jersey. 


The map on the opposite page shows the distribution 
of directorships by states. In the case of five of the 
larger multistate metropolitan areas, the number of di- 
rectorships held by residents are shown separately and 
the directorships of these cities have not been included 
in their respective state totals. 


Industry Patterns 


Analysis of the returns to this survey shows that 
nearly all companies tend to have a concentration of 
directors in the home office city. This is partly because 
of the large numbers of “inside” or management direc- 
torships and partly because of the tendency of having 
prominent local businessmen serve on boards. This con- 
centration of directors in the home office city, however, 
seems to be particularly pronounced in the case of non- 
manufacturing industries, especially banks, insurance 
and merchandising companies. 

On the other hand, the survey clearly shows that 
directors of transportation companies are often drawn 
from locations scattered along the routes served by the 
company. 

Division oF Business Practices 
1 Responses tabulated include those from 453 manufacturing, 41 


banking, 43 insurance, 37 merchandising, 48 public utility and 49 
transportation companies 


Twenty-five Leading Urban Centers 
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1 Men serving as directors of more than one company included in 
the survey would have been counted more than once in this tabula- 
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tion. This table therefore shows the number of directorships held by 
men residing in each urban center, not the number of directors there 
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Monthly Survey of Business Opinion and Experience 


Outside Business Interests of Key Employees 


outside business activities in almost two thirds 

of the 195 manufacturing companies participat- 
ing in this month’s survey of business opinion and 
experience. The practice is generally discouraged, how- 
ever, and most companies report that they will not 
allow executives and other key employees to engage in 
outside business activities in cases where a conflict of 
interest could arise or where the time devoted to such 
activities could affect the employee’s performance on 
the job. 

About one third of the companies surveyed do not 
permit key employees to become involved in outside 
business activities under any circumstances whatever. 
Many of these respondents express the belief that they 
have contracted for their employees’ full productive 
time and that, in any event, key employees are kept too 
busy to engage in outside business ventures. “If they 
have any extra time,”’ says one executive vice-president, 
“we can use that, too.” 


“UNWRITTEN, BUT WELL KNOWN” 


One respondent in ten reports having a written policy 
statement! regarding outside business activities of its 
key employees. For the most part, however, reporting 
executives indicate that the company’s position on 


Ke PERSONNEL are permitted to carry on 


these matters is well understood, and consequently does | 


not require any formal treatment. Many of these 
executives simply state that “the issue is clear,” while 
others refer to “unwritten rules” relating to outside 
business activities. 

A number of manufacturers say that the issues in- 
volved in outside business ventures of their key. em- 
ployees are matters that require good judgment, high 
ethical standards, and common honesty; and that since 
their employees are expected to have these traits, a 
formalization of policy is unnecessary. The president of 
a machinery company, for example, states: “Executives 


This article is based on the views and experiences of 
the 195 cooperating manufacturing companies and no 
attempt has been made to supplement the information 
with an analysis of the various laws pertaining to 
fiduciary responsibilities and other legal aspects of the 
questions under discussion. Where such matters of law 
are in question, companies might well consult their 
counsel 
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of a majority of companies, publicly owned or otherwise, 
do not need ironclad policies covering outside interests 
since these officers must be honest, conscientious, and 
men of the highest integrity. They know the difference 
between what is right and wrong in connection with 
their own company operations.” 

In a similar vein, the vice-president of another com- 
pany observes: “If senior officers have a sense of respon- 
sibility, it will be transmitted down into the organiza- 
tion and the problem:of conflicts of interest will be 
minimized. There is nothing that will take the place of 
good management in this regard.” 


CONFLICTS OF INTEREST 


“Conflicts of interest,” defined by several reporting 
executives as “‘acting in interests other than those of the 
company,” is a subject of concern to many manufac- 
turers. In the opinion of many respondents, it would be 
impossible to prepare an exhaustive list of’ employee 
actions that might be considered as conflicting with 
company interests. On the other hand, the policy state- 
ments of several companies are quite specific about 
certain relationships which they believe can lead to such 
interest conflicts. 

Respondents are particularly alert to possible con- 
flicts of interest arising when employees or their close 
relatives invest in firms doing business with their com- 
panies. However, a small interest in such companies, as 
would be the case in the ownership of listed stocks, is 
generally permitted. Six out of ten survey participants 
have a policy prohibiting key employees from having a 
“significant”’ interest in a supplier or, in some cases, a 
customer company. What constitutes a “significant” 
interest is not defined in most of these policies, although 
a few stipulate that ownership shall not exceed a certain 
amount (often specified as one or two per cent of the 
outstanding stock). Large investments would be “palpa- 
bly unethical,” say a few respondents; others indicate 
that they are “unalterably opposed” to such practices. 

A metals company, on the other hand, reports that 
one of its employees “holds a half interest in a supplier 
company. This situation has been fully revealed to us. 
The employee does not participate in the management 
of the company and all business transactions are on an 
arm’s length basis. We would not encourage this type of 
relationship, but we will not deprive ourselves of a 
favorable source of supply because of it.” 

A number of companies indicate that an employee’s 
investments, whether in suppliers, customers, or even 


1 For examples of policy statements, see page 31 
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competitors, “is his own affair.”’ This view is expressed 
in the policy of a metals company, as follows: “We 
intend that the lives of employees outside the plant 
shall be self-administered and not interfered with by the 
company, so long as plant efficiency is not impaired. 
The company’s position with respect to employees 
investing in customer or supplier companies is that they 
may invest wherever they please without restriction.” 


Purchasing Scrutinized 


Members of the purchasing department are fre- 
quently described as being in a position which is par- 
ticularly sensitive to conflicts of interest. Consequently, 
their activities are often examined with special care. 

A number of companies continually study the pattern 
of purchases, with an eye toward uncovering purchasing 
irregularities. Many of these respondents express con- 
fidence that ‘“‘purchasing procedures are guarded suffi- 
ciently to assure that competitive bidding within the 
bounds of proper quality prevails, and that variances 
from such procedures would be brought to light.”’ As the 
vice-president of a rubber company states: ““We believe 
that our purchasing and contracting controls are suffi- 
cient to insure arm’s length transactions.” 

Some of the manufacturers surveyed prescribe in 
detail the manner in which purchasing is to be carried 
out. For example, “competitive or current market 
prices must be obtained for all purchases,” states the 
purchasing guide of an oil company. “Whenever the 
dollar value of the requirements is sufficient and when 
experience indicates it is to the best interests of the 
company, quotations shall be obtained from at least 
two qualified suppliers, and the order shall be awarded 
to the low bidder unless other factors such as quality, 
performance, capacity, credit standings, or integrity of 
management outweigh price consideration. Unless there 
is obvious evidence of gross error, it is expected that all 
bidders stand or fall on the basis of their first quotations.” 

In one case, the additional steps taken by a rubber 
company to control the purchasing operation are de- 
scribed by the controller as follows: ““We rotate pur- 
chasing people from job to job and maintain a progres- 
sive personnel policy so that they realize that they have 
as good a status as the people outside our company who 
contact them. We also make use of various techniques 
of purchasing beyond competitive bids, such as having 
certain purchase orders reviewed by higher level per- 
sonnel, or making certain that the buyer always has 
price information to support his purchase orders.” 


Speculation; Gifts 


A few companies bar their employees from speculat- 
ing in commodities or dealing in leases in which it is 
known that the company is interested. The policy state- 
ment of one company also mentions that speculation in 
the company’s stock on the basis of privileged informa- 
_tion is considered unethical. Some firms bar employees 
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from accepting gifts, favors or other benefits that might 
place them under obligation to a customer or supplier. 


Directorships 


Few cooperating companies have bylaw provisions 
regarding possible conflicts of interest of their directors. 
Several note, however, that certain states require a 
charter provision that if a director discloses his interest 
in any transaction with the corporation, then the 
transaction is not voidable on that account. 

Most manufacturers do not believe that the absence 
of bylaws or written policies regarding directors’ activi- 
ties presents any problem. They point out that outside 
board members are usually expected to have interests 
elsewhere, but that such interests are not to conflict 
with their responsibilities to the company. In the case 
of one paper company, “questions of the possibility of 
conflict of interest are always investigated thoroughly 
before nominating a candidate for our board,” explains 
the president. “In the event of any possible conflict, the 
candidate’s name is not presented.” 

In addition, some executives note that regulations of 
the Securities and Exchange Commission require a 
written statement from every director concerning his 
interest in financial transactions affecting the company. 

When possible conflicts involving directors do arise, 
they are reportedly handled “individually.” In one case, 
a metals company president reports, “we had a director 
who was president of another company, in a noncompet- 
ing line, that acquired a new subsidiary competitive 
with one of our divisions. The director resigned of his 
own accord.” 

When it comes to their own officers accepting direc- 
torships of other corporations, most companies believe 
that such relationships may prove beneficial to the com- 
pany as well as to the individual. Consequently, they 
encourage such activities. Nevertheless, many com- 
panies require that offers of directorships be cleared 
with management before they are accepted. Possible 
legal violations are carefully checked with counsel. 


Professional Employees 


Legal, medical, and other professional employees of 
cooperating companies are generally discouraged from 
maintaining a private practice. But the principal objec- 
tion is to activities that might be considered as “hanging 
out a shingle.” Most manufacturers indicate that they 
do not mind these employees assisting friends and 
associates, on a personal basis, with such matters as 
preparing tax returns, checking leases, or drafting wills. 


USE OF AUDITS 


A number of companies rely on audits to bring to 
light situations in which employees may not be working 
in the best interests of the company. Some indicate that 
independent public accountants review the scope of the 


1 For several examples of bylaws and board resolutions, see page 48 
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internal audit and evaluate existing control systems. 
One company reports that its outside auditors pay par- 
ticular attention to sales and construction contracts, 
license agreements, banking agreements, and to the 
advertising and purchasing functions. 

On the other hand, the present auditing techniques of 
most cooperating manufacturers either do not or are not 
intended to reveal possible conflicts of interest. Some 
express the belief, however, that this should be one of 
the purposes of their auditing techniques. “In view of 
the importance now being attached to this matter of 
conflict of interest,” observes the treasurer of one com- 
pany, “it would seem appropriate that certified public 
accountants might assume the responsibility of verify- 
ing the existence or nonexistence of such conflicts before 
giving a clear certificate, and that they might qualify 
their certificates to the extent such conflicts exist.” 
Other respondents believe that such. audits would be 
difficult to make and might not be reliable. 

Manufacturers who report that they do not need any 
controls to uncover conflicts of interest frequently 
explain that such situations would be “readily apparent 
to top management.” This attitude is most often ex- 
pressed by executives of small companies who say they 
are familiar with the activities of their key employees. 

Most companies expect key employees to make known 
to the company any of their outside interests that could 
result in conflicts of interest. In some cases, disclosure 
questionnaires or affidavits! are disseminated periodi- 
cally to keep the company informed of such outside 
activities and business interests. Other companies feel 


1 For examples of such questionnaires or affidavits, see page 50 


that the circulation of such questionnaires may cause ill 
will because they imply distrust and may not accom- 
plish their purpose because anyone engaging in im- 
proper practices is likely to give false answers. 

A few firms hold management personnel responsible 
for keeping informed as to the outside interests of em- 
ployees working under them and for bringing question- 
able cases to the company’s attention. 

Contractors dealing with some companies are re- 
quired to disclose interests in their business held by 
company employees when a contract is signed. If such 
relationships are found to exist, but are not divulged, 
the company may terminate the contract. 


NEED FOR ACTION? 


Several manufacturers who have taken little or no 
action in this regard in the past say they are now reap- 
praising their situation with respect to possible conflicts 
of interest within their companies. Some have already 
written explicit policies covering this area within the 
past year. Other manufacturers indicate that their com- 
pany’s position on conflicts of interest, though well 
known to their employees, is now being reemphasized. 

Nevertheless, the majority of companies surveyed are 
planning no new efforts to control outside business 
activities. Some explain that they consider their present 
methods of control to be adequate, but more often 
executives simply report that ‘“‘no such problems exist 
as far as our company is concerned.” 

GERALD J. Fucus 
G. CLarK THOMPSON 
Division of Business Practices 


EXAMPLES OF POLICY STATEMENTS 


The following policy statements of companies 
cooperating in this month’s survey of business 
Opinion and experience cover the outside business 
interests of executives and other employees, with 
particular emphasis on such possible conflicts of 
interests as: 


e Investments in supplier companies 

e Investments in customer companies 

e Investments in competing companies 

e Trading company stock for quick profits 

e Employment by cooperating companies 

e Acceptance of substantial gifts or excessive enter- 
tainment 

e Misuse of privileged information 

e Outside employment that affects working efficiency 

e Holding of outside directorships 


e Financial speculation 
e Revealing confidential data to outsiders 
e Use of company position for personal gain 


e Acquisition of real estate of interest to the company 


e Participation in civic or professional organizations 
which might involve divulging internal company data 


These policy statements, which vary in coverage, 
length, and stringency, are presented in full, on 
pages 31-47, for reference by companies seeking 
to draft suitable policy statements for their own use. 

Following the policy statements are bylaw pro- 
visions pertaining to directors, and resolutions of 
the board covering directors, officers, and key 
employees. Finally, there is a section containing 
sample questionnaires and affidavits used to audit 
the outside interests of officers and key employees. 
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Some Policy Statements 


[A food company] 


The company expects every employee to devote his full time and ability 
during the regular hours of employment to the service of the company. 
It is important that the following outline of company policy be gener- 
ally known and understood, and department heads should, therefore, 
review it periodically with those under their supervision. 

1. The company objects to employees having active outside in- Rufcicietbusinace 
terests that will interfere with the application of full time and ability to interests 
company duties. In unusual cases where exceptions are warranted, 
approval of the officer in charge of the division, who will review with the 
secretary, is necessary. In no event may employees have outside inter- 
ests that are in any way detrimental to the company’s best interests. 

2. Employees are forbidden to speculate or deal in materials 
purchased or commodities produced or sold by the company. 

3. Employees must not have any material personal business or affiliation with 
financial interests with individuals or concerns with whom the com- Leis 
pany does business. This policy must be strictly applied to employees Sears tise atten 
who buy or sell, or have any recommendation in, control or supervision 
of, buying or selling, with respect to the individuals or concerns with 
whom they do business on behalf of the company. 

4. Employees must not borrow from customers or from indi- borrowing 
viduals or concerns from whom the company buys supplies or produce, 
from commodity brokers, or from others with whom the company does 
business. IN EFFECT SINCE 1954 


speculation 


[An instruments company] 


Basic Objective. To define appropriate standards and to state the position 
of the corporation on the matter of employee relationships with sup- 
pliers, distributors, customers, and other outside individuals or organi- 
zations to protect employees (and the corporation) from possible con- 
flicts of interest. 


Policy. To assure that employees throughout the corporation do not 
assume or maintain outside relationships that might inhibit or preju- 
dice, in reality or by implication, the objective exercise of sound ethical 
business judgment or that might otherwise adversely affect the cor- 
poration. 


General Practice. It is incumbent upon all employees, particularly those 
holding positions of responsibility in middle and top management, that 
they avoid assuming or continuing certain types of relationships with 
outsiders which might, even by implication, cause embarrassment to 
themselves or impairment of the corporation’s best interests or public 
posture. 

Although it is not feasible in a policy statement to describe all of the 
circumstances and conditions that might be considered as conflicts of 
interest, the following general statements suggest the types of outside 


conflicts of interest 
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relationships that are prohibited because, inherently, they may poten- 
tially result in conflicts of interest or raise questions as to the personal 
integrity and ethical discharge of the functional responsibilities of any 
employee of this corporation: 


Situations where an employee of this corporation is employed for 
personal gain by another firm directly or as a consultant, has an immediate 
family or substantial financial interest in another firm, has a direct or indirect 
beneficial interest in another firm, or has some other personal or business 
relationship in or with an outside individual or concern that might conflict 
with the interest of this corporation or any of its divisions. 

lf, at any time, a present or new employee of the corporation 
believes that he has or is about to assume a financial interest or other outside 
relationship that might involve a conflict of interest, he should immediately 
make all the facts known to his immediate supervisor, who will transmit them 
to the appropriate divisional manager for ultimate transmission to the corpo- 
rate general counsel for a decision on whether a conflict of interest is in fact 
present, and the course of corrective action to be taken. 

Violation of the substance or intent of this policy will be grounds for 
appropriate disciplinary action including, where appropriate, summary 
dismissal. 


Responsibility for implementing this policy rests with the re- 
spective operating unit chief executives for all employees who report 
directly or indirectly to such chief executives; for all other corporate 
employees, officers, and directors, responsibility for implementation of 
this policy directive rests with the president of the corporation and the 
board of directors. IN EFFECT SINCE 1942 


POLICY 


outside business 
interests 


disclosure 


responsibility 


[A metals company] 


1. Practice. It is the practice of the company to respect the rights of em- 
ployees to engage in activities outside of their employment which are 
private in nature and which in no way conflict with or reflect upon the 
company and/or its corporate image. 


2. Discussion 


A. General. This practice shall not limit the company in any way 
in taking that action deemed necessary or practical to protect and main- 
tain itself as a company and to protect and maintain its corporate 
image. 


B. Condition of Employment. The company expects, as a condition 
of employment, that each employee will protect company information, 
avoid undue outside influence upon his decisions or actions in the per- 
formance of his work, and avoid situations which unduly deprive the 
company of the full measure of his working time, attention to assigned 
duties, and loyalty. 

Therefore, as a condition of employment, the company reserves 
the right to review and pass upon such outside activities of an employee 
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as may involve (1) the utilization of proprietary company information, 
or (2) the question of undue influence on his company job, or (3) de- 
priving the company of the full measure of his working time, attention 
to assigned duties, and loyalty. 


C. Employee’s Responsibility. It is the responsibility of the employee: 
1. To be particularly careful to recognize and to avoid a 
conflict of interest which is likely to arise should he: 


(a) Be employed by another firm while in the employment 
of the company, particularly if the firm is a competitor or a supplier (or one 
that may become a competitor or a supplier in the foreseeable future) 

(b) Hold substantial financial interest in, or be engaged 
in the management of, a firm which provides vendor services, or supplies 
materials or equipment fo the company, or a firm to which the company 
makes sales 

(c) Speculate or deal in materials, equipment, supplies, 
or property purchased by the company or speculate or deal for his own 
account in products sold by the company 

(d) Borrow money from customers or from individuals or 
firms from which the company buys services, materials, equipment, or supplies, 
or with whom the company does business 

(e) Accept gifts or favors from an outside organization or 

agency which are substantial enough to cause undue influence in his selection 
_ of goods or services for the company, or 

(f) Participate in civic, professional or other such organ- 
izational activities in a manner whereby confidential company information 
_ may become divulged. 


2. To make such disclosures as the company may require 
from time to time, and 

3. To review with his supervisor any activities that might 
result in a conflict of interest. 


D. Supervisor’s Responsibility. It will be the responsibility of the 
employee’s supervisor to assist the employee by reviewing the case 
with appropriate company management to assure a decision which pro- 
tects both the employee and the company. 


E. Conflict of Interest. Where a definite possibility of a conflict of 
interest is determined, even though no dereliction or responsibility or 
undue influence has as yet occurred, the employee will be given a reason- 
able time to correct the conflict. 


REPORTING 
1. Purpose. To establish the manner in which the office of the president 


will be kept informed of possible conflicts of interest. 
2. Definition. 


“Key Employee’’—for the purpose of this procedure, a “key em- 
ployee” means a person who may enter into a contract on behalf of this 
company or who may commit it to the payment of funds, or to a course 
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supplier or customer 
companies 


speculation 


borrowing 


gifts 


divulging information 


disclosure 


responsibility 
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of action, or whose recommendation will generally be persuasive in the 
awarding of contracts, the selection of a supplier, or the making of com- 
mitments or the adoption of a course of action within the sphere of his 
assigned duties; and/or a person who may grant preferential treatment 
to a customer or to a supplier. 


‘Supplier’ —for the purposes of this procedure, the word “supplier” 
will be used in its broadest interpretation. 


3. Procedure. 


A. General. The best interests of the company, its shareholders, 
its customers, its employees and its suppliers are advanced when com- 
pany officers and its key employees avoid: (1) conflict-of-interest situa- 
tions whether existing or as a latent possibility, and (2) participation 
in outside business, or professional or consultant ventures for compensa- 
tion, to the extent that such participation deprives our company of 
that full measure of the loyalty, or the time, or the attention, required 
to fulfil the requirements of the company office or position. 


B. When To Report. It will be the responsibility of the concerned 
employee to report such circumstances or situations to the office of the 
president without any undue delay. However, this in no way limits or 
restricts the prerogative of the office of the president to request any 
employee to submit a memorandum of disclosure at any time or as 
frequently as that office may deem it necessary. (NOTE: In the event 
that changing circumstances alter the statements or representations made in 
the original memorandum of disclosure, additional memoranda will be 
forwarded to the president to keep and maintain all information current.) 


C. How To Report. All disclosures will be made on the memoran- 
dum of disclosure. 


D. What To Report. In order to adhere to company practice and this 
procedure, a memorandum. of disclosure will be filed with the office of 
the president. The memorandum of disclosure will be completed by the 
concerned employee even though some of the responses may be negative 
in whole or in part. The following suggests some of the circumstances or 
situations which will be reported: 

1. Any contract, arrangement, understanding, practice or 
circumstance in which the officer and/or key employee will, or might be- 
come, entitled to a fee, commission, retainer, royalty, bonus, salary, 
payment, deferred payment, compensation or any consideration what- 
soever such as loans, from a business which is now or which may become 


a supplier, a customer, or a party to a contract with the company will be 


reported in the memorandum of disclosure in detail. 

2, Any situation in which the officer or key employee, while 
acting other than in a role assigned to him by the company or in its 
interest, is a partner in a business enterprise, or an owner either in 
whole or in part of a business, or a consultant or an adviser for com- 
pensation to a business enterprise or enterprises, or one who renders a 
professional or consulting service. (NOTE: In each such instance the 
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amount of tume required or given to the position or activity will be reported.) 


E. What Not To Report. No conflict-of-interest situation will be 

deemed to have arisen solely by virtue of ownership of: 

1. Stock listed on the New York Stock Exchange, the 
American Stock Exchange, the Boston Stock Exchange, or of a securi- 
ties exchange whose method of operation and rules is closely similar to 
the rules, regulations and operation of the exchanges mentioned above, 
or any stock publicly traded on over-the-counter markets so long as 
such stock interest is less than 10% of the outstanding stock 

2. Stock or shares or deposits in a financial institution such 
as banks, trust companies or savings and loan associations 

3. Stock in public utilities, the stock of which is widely held, 
and the rates and conditions of service of which are subject to regulation 
by agencies of government where such ownership does not confer con- 


stock ownership 
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trol of the utility 

4. Insurance policies in mutual insurance carriers or insur- 
ance carriers wherein ownership of a policy confers beneficial rights on 
the policy holder as such 

5. Shares in a mutual investment fund in which shares are 
offered to the public generally and are widely held 

6. Stock in, or a membership share of a bona fide invest- 
ment club which primarily purchases, holds or sells securities listed on 
a securities exchange 

7. A beneficial ownership as a citizen or as a taxpayer of 
government-owned corporations, utilities or activities, or 

8. Qualifying shares of stock held in order to permit the 
owner to serve on a board of directors of a corporation at the request 


or approval of this company. 


gifts 


outside business 
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POLICY BEING CONSIDERED FOR ADOPTION 


[A petroleum company] 


It is the policy of the company that any employee who accepts substan- 
tial gifts, emoluments, or anything of such nature from a contractor for 
himself or his family shall be terminated immediately. Employees may 
not have a direct or indirect financial interest in the business of a com- 
pany contractor when such interest creates or may create a conflict 
between the employee’s interest in and loyalty to the company and his 
interest in or loyalty to the contractor. As a matter of policy, the com- 
pany will not procure construction or services from a contractor where 
such a conflict of interest exists. 

This policy shall not be construed to apply in the case of employees 
who own, for investment, securities quoted on public stock exchanges, 
except when such interest is of significant proportion, in amount or in- 
fluence, with respect to the contractor’s business. In the latter case, full 
disclosure of such interest shall be made by the employee to the comp- 
troller of the company. At the time a contract is signed, a contractor 
shall be required to submit information as to any company employee 
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who is in any way connected with the contractor’s business or the 
financing thereof. Failure to disclose such information at that time or 
at any time during the term of the contract, when such conditions 
actually prevail, will be cause for the company at its option to terminate 
the contract. 

The general conditions for each construction and service contract 
should contain a clause to the effect that the contract may be ter- 
minated at any time by the company if the contractor gives any sub- 
stantial gift to a company employee or his family for the purpose of in- 
fluencing the acts of such employee in relation to the contract, or if any 
employee of the company has an unrevealed substantial interest in the 
contractor’s business of which the contractor has knowledge. 

All of the company’s contracts for construction and services must 
contain language in accordance with the following: 

If , in the company’s opinion, contractor or its subcontractors, for the 
purpose of influencing the acts of an employee, servant or agent of the 
company in relation to the making of or the manner of carrying out the 
agreement, should make any substantial gift or payment to such em- 
ployee or to a member of his family, the agreement, at the option of the 
company, shall thereby be terminated. If at any time during the per- 
formance of the work any employee, servant or agent of the company 
or a member of his family has a substantial interest in the contractor, 
the comptroller shall be informed by contractor at once of the pertinent 
details concerning such interest. If contractor knows or by the exercise 
or reasonable diligence should have known of such interest and fails to 
notify the comptroller, the work, at the option of the company, may be 


contract provisions 


terminated. 


conflicts of interest 
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IN EFFECT SINCE 1952 


[A construction materials company] 


Policy. The ethical conduct of the corporation’s relationships and trans- 
actions with individuals outside the corporation and with other business 
concerns is a matter of vital importance and, in each and every case, the 
best interests of the corporation must be the only consideration. There- 
fore, the interests of individual employees cannot be permitted to play 
a part in any decision relating to the choice of individuals or business 
concerns with whom the corporation may have a business relationship. 

In order that conflicts of interest may be avoided, each employee who 
is in a position to influence or control decisions concerning the choice of 
individuals or business concerns with whom the corporation may have 
business relationships must do the following: 

A. He must maintain a constant awareness of the importance of 
ethical conduct and must disqualify himself from taking part, or exert- 
ing any influence, in any transaction when he finds himself in a position 
where his own interests may conflict with the best interests of the 
corporation. 

B. He must report: (1) any financial interest which he or a 
member of his immediate family may have in an individual or business 
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concern with which the corporation may have a business relationship; 
and (2) any connection he may have with any such individual or busi- 
ness concern as a result of which he may receive remuneration as a di- 
rector, officer, employee or agent of the individual or concern. 

C. He must comply with all provisions of the corporation’s pur- 
chasing policy, and particularly those having to do with competitive 
bidding and principles of conduct. 


Definitions. For purposes of this policy, a business relationship can be de- 
fined as a transaction involving the sale or exchange of goods or services. 
Commonly recognized types of business transactions in which there 


purchasing policy 


conflicts of interest 
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may be conflicts of interest include: sale of company products +: pur- 
chase of materials, supplies and equipment - purchase and lease of 


real estate 


purchase of advertising space and time - the in- 


vestment or borrowing of funds + the purchase of insurance 


* the selection of consultants. 


conflicts of interest 


| 


_ NOVEMBER, 1960 


disclosure 


PUT INTO EFFECT IN 1960 


[An electrical appliance manufacturer] 


Officers and Management Personnel: 


As I look back upon the last ten years of growth of our company, 
there are many things that come to mind. Our company has grown, and 
there have been many changes. However, there are basic fundamentals 
upon which we have built this company, and they remain—and must 
remain—unchanged. 

In this note, I want to say a few words about the responsibility of 
every member of management that may involve a conflict between his 
personal interest and the interest of the company. It is basic in our 
philosophy that all of our business dealings are to reflect the highest 
ethical standards, and irreproachable personal integrity. This principle 
should govern our business dealings with our suppliers, particularly with 
reference to the personal investment in supplier corporations by our 
management employees. 

The fundamental ground rules in matters of this sort, I think, are 
obvious and really quite simple. A person in our employ must not be in 
a position where he can influence decisions concerning business transac- 
tions with the company in which he owns personal interests, or be in- 
fluenced by favors or benefits which this supplier might make to him. 
It is recognized that we purchase supplies and products from many 
companies both large and small. Obviously, an employee’s holdings in 
a large company would not normally influence our business relations 
with such companies, but in a small company whose stock is not 
publicly listed or traded, and where our purchases are an important con- 
sideration to that company, such stockholdings or ownership by an 
employee may create a conflict between his personal interest and the 
interest of this company. 

T have taken it for granted that no such conflicts have in fact existed 
here. In the light of the present widespread interest by the public in this 
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sort of thing, I am taking this occasion to bring this particularly to your 
attention. If a management employee has personal holdings as described 
here, I would like to ask him to review them at once with an officer of 
the company to determine whether or not these personal interests are in 


conflict with the best interest of the company. 


Sincerely, 


(Chairman of the Board) 


LETTER SENT TO OFFICERS AND MANAGEMENT PERSONNEL IN 1960 


disclosure 


[A manufacturer of motor vehicle equipment] 


It is the policy of the company that all purchases, sales and other trans- 
actions of the company be made and carried out solely in the interest of 
the company. To prevent any real or apparent conflict of interest on the 
part of any executive acting on behalf of the company, the following 
procedure shall be followed: 

1. Each executive of the company shall file with the president of 
the company a written statement setting forth any interest, direct or 
indirect, which such executive or any near relative of his has in any 
transaction to which the company is or is about to be a party. 

2. Without limiting the generality of the foregoing, each execu- 
tive shall file with the president of the company a written statement 
setting forth any interest (by way of security holdings or otherwise) 
which such executive or a near relative of his has, directly or indirectly, 
in any corporation or other organization with which the company does 
or is about to do any business. 

3. A written statement required to be filed with the president of 
the company shall be filed within thirty days after the adoption of this 
rule and thereafter within thirty days after the acquisition of any inter- 
est or knowledge requiring the filing of a statement or within thirty 
days after the individual becomes an executive, as the case may be. 

4. The term “executive” shall include each officer and each em- 
ployee designated as an executive by the president of the company for 
the purpose of this rule. 

5. The term “near relative” of a person shall include his spouse, 
parents, brothers, sisters, children, nieces and nephews and the spouses 
of his brothers, sisters and children. 

6. No report need be made by an executive as to the ownership 
of a particular stock if the total of such stock owned by him and his 
near relatives constitutes in the aggregate less than 1% of the outstand- 
ing stock of the company which has issued the stock. 

7. The report must be filed in good faith on the basis of knowl- 
edge or information of the executive as to transactions and as to inter- 
ests or investments of his near relatives; and if an executive has no 
knowledge or information as to a transaction, interest or investment he 
has no obligation to make any report of it. PUT INTO EFFECT IN 1960 
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- authorized by the management. 


[A steel company] 


To All Officers, Directors, and Key Personnel: 


Company policies are established to foster growth and prosperity of 
the company, which ultimate gain is for the benefit of the stockholders 


by way of earnings and dividends. 


Some of the following company policies, although known to our ex- 
ecutives and key personnel, have not previously been spelled out in any 


- circulated letter. This letter reviews a few of our policies. 


It is expected that company executives and key personnel shall de- 
vote their major energies to the pursuit of their assigned responsibilities. 


Purchases made from companies in which officers and key personnel purchasing 
' are materially interested shall be made on competitive basis. 
Officers, directors, and key personnel shall not be materially inter- interest in 
ested in any business which is in competition with the company, or competitive companies 


> which deprives the company of any business opportunities. 


Use of company employees for improvement or maintenance of per- 
sonal property on company time will not be permitted. 
Company products shall be sold to employees only through channels 


outside business 
interests and 
employment 


investments in 
customer and 
supplier companies 
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IN EFFECT SUBSTANTIALLY IN THIS FORM SINCE 1953 


[A construction materials company] 


It is only natural that company employees will take the opportunity of 
investing some of their savings in business interests outside the com- 
pany. It is also possible that company employees, outside of regular 
company working hours, may find it desirable to supplement their in- 
comes by working part-time during the evenings or over weekends, in 
various forms of enterprise. 

The company has no desire to interfere with such activities provided 
the outside work does not affect the employee’s work with the company, 
and provided no investment is made in any enterprise that has certain 
types of business dealings with the company. 

To be specific, the company is definitely opposed to any employee 
investing money in a customer’s business where the employee may be in 
a position to make or influence decisions affecting our company as well 
as the customer. Similarly, it would be improper for an employee to 
have an investment in certain types of companies that would be provid- 
ing materials or services to our company. 

It would also be improper for an employee to be working outside of 
company hours for any company customers, any competitive interests, 
or for any companies that supply services and goods to our company, 
if such an activity would be against the interests of the company. 

Under this policy there is no intent or desire on the part of our com- 
pany to prevent an employee from having a stock interest in any pub- 
licly owned corporation, or in a corporation whose securities are avail- 
able on the open market, even though the corporation may in some way 
be competitive to our company. However, it should be emphasized that 
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if an employee has knowledge directly or indirectly that this company 
is negotiating with another firm for merger or acquisition, it would be 
improper to purchase an interest in that firm. If an employee holds an 
interest in a company, and in the performance of his duties is called 
upon to furnish information or recommendations used in reaching a 
decision affecting a merger with or acquisition of that company, he 
should dispose of his interest promptly. 

It is difficult to describe all of the circumstances and conditions that 
might border on the undesirable situations treated herein. It is therefore 
desirable for any employee to discuss with his superior any case which 
might fall within these categories, before making any such arrange- 
ments or commitments. 

If at the present time any employee has a financial interest or is 
working outside of the company contrary to this stated policy, he 
should immediately make all the facts known to his immediate superior. 


disclosure 


gifts 


interests in supplier 
or customer companies 


IN EFFECT SUBSTANTIALLY IN THIS FORM SINCE 1949 


[A manufacturer of motor vehicle equipment] 


Need for a Policy. Every officer and member of management of this com- 
pany and its subsidiaries owes a duty of loyalty to the company by the 
very fact that he has voluntarily accepted employment with the com- 
pany. This duty carries with it the obligation to act in the company’s 
best interests and to refrain from placing himself in a position that 
could ordinarily produce a conflict between his self-interest and the 
interests of the company. It is the duty of all employees to act in good 
faith at all times and not to exercise their positions for private or per- 
sonal advantage or gain other than regular salaries or emoluments. The 
company, too, has an obligation to its investors and to the public at 
large to make certain that its actions (which, of course, are the actions 
of its officers and members of management) shall be above reproach 
and suspicion. 

Therefore, our officers and members of management must always act 
in the best interests of the company. This policy is intended to outline 
certain broad, ethically sound principles and avenues of conduct that 
are to be used for guidance of our managers in situations where there 
may be the question of a conflict of interest. 


Scope of Policy. This policy applies to every manager and officer of this 
company. 


Statement of Policy. No officer or member of management of this com- 
pany, or member of his immediate family, shall receive or accept any 
gift or gratuities from third persons which might conceivably tend to 
induce him to violate his duties to this company. Gifts of more than 
token nature, for any occasion, shall not be accepted from any supplier 
or customer of this company or its subsidiaries or from any other person 
or corporation having a business relationship with the company. 

It is believed to be in the best interests of the company to prohibit its 
officers, members of management and members of their families, from 
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having any substantial economic interest in private or publicly held 
business concerns which transact business with the company. There- 
fore, no officer or member of management or member of his immediate 
family, shall at any time have any direct or indirect interest in any 
_ business enterprise which is a supplier, customer or has business rela- 
tions with this company, if such interests represent a substantial pro- 
_ portion of the individual’s net worth, or a substantial proportion of such 
_ business enterprise. 


~ Self-enforcement. Every officer or management employee shall be ex- 
pected to conduct his personal and business affairs in such a manner 
_ that he will not be in violation of this policy. 


_ Penalty for Violation. Violation of the foregoing policy shall make the 
officer or member of management eligible for such action (including 
_ dismissal) as shall be deemed advisable by the president and/or the 


_ executive vice-president or the board of directors, as the case may be. 
PUT INTO EFFECT IN 1960 


[A petroleum company] 


The company does not intend to interfere with the right of an employee 
to engage in outside business activities of his own choosing which do not 
conflict with company interest nor interfere with effective performance 
in his position. In judging whether he wishes to engage in any activity 
that he might be considering, or whether he should continue any present 
activities outside the company, the employee has a right to know how 
the company will regard such action. 

conflicts of interest A “conflict with the company’s interest”’ can be defined as an activity 
that presents a deterrent, real or potential, to the company’s progress. 
To present an exhaustive list of actions which might be considered as 
conflicting with company interest would be impossible. The following 
definitions, therefore, are intended to alert employees to the general 
areas that could be so considered. 


outside business I, Use of Company Position for Personal Financial Gain. 


° + . . rt e . $ 
aan A. Involvement, directly or indirectly, in outside commercial 


interests which may influence the decisions or actions of an employee in 
the performance of his job. [Examples: (1.) Financial interest in outside 
contractors, vendors, suppliers, etc., relations with which employee in- 
fluences by reason of his position. (This does not extend to the ownership of 
securities in widely held operations which are quoted and sold on the open 
market and where the volume of the company’s current transactions with 
such contractor, vendor, supplier, etc., 1s not likely to have any immediate 
influence on the value of such securities.) (2.) Acceptance of payments; 
gifts acceptance of gifts, entertainment or other favors by an employee or member 
of his family which go beyond common courtesies usually associated with 
accepted business practice and thereby places him under obligation to a 
vendor or other person soliciting the company’s business.] 
divulging information B. Misuse of information to which employee has access by 
reason of his position. [Ezamples: (1.) Disclosure of confidential informa- 
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tion of any kind whether relating directly to company operations or to con- 
ditions affecting industry operations in general. (2.) Acquisition by pur- 
chase or lease of real estate in which it 1s known the company has an 
interest. | 


ll. Trading in Oil Leases, Mineral Rights, Oil and Gas Producing Properties, etc. 


A. Actively trading in oil or gas mineral leases, royalty interests 
and oil payments or actively engaging in any other activities for the 
purpose of trading which involves oil and gas producing properties, by 
an employee or dependent member of his family. (Sale of interests ac- 
quired prior to employment, or prior to this announcement or acquired 
through inheritance would not be considered active trading. Purchase 
and sale of securities traded on recognized exchanges would not be con- 
sidered in conflict with the company interest.) 


Ill. Aiding Competition. 


A. Employment in a supervisory or management capacity with 
any enterprise directly or indirectly in competition with company 

B. Ownership or substantial interest in a business which is in 
competition with the company or its dealer/distributor organization. 
(This does not extend to the ownership of securities in widely held oper- 
ations which are quoted and sold on the open market.) 

The company must retain the right to determine when employees’ 
outside business activities are in conflict with company interest or in- 
terfere with performance in his position. It must then be free to take 
whatever action is required for removal of the conflict or interference, 
including, if necessary, termination of employment. 

An employee who is engaged in the three general areas outlined above 
or in any other activities that might represent a conflict with the com- 
pany’s interest or interference with effective performance in his position 
or who contemplates becoming so engaged may discuss the matter with 
his supervisor. The supervisor will obtain the company’s view on the 
matter and advise the employee. 

If an employee chooses not to bring his activities in this area to the 
attention of management, his choice might subsequently work to his 
disadvantage. 

The company recognizes that there are many borderline situations. 
It does not intend to be arbitrary in considering these cases but to 
approach each one with reason, giving full recognition to the attendant 


speculation 
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circumstances. 
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disclosure 


PUT INTO EFFECT IN 1960 


_ [A machinery manufacturer] 


Full-time employees are not encouraged to obtain paid employment 
elsewhere in their off-hours, since the demands of the extra time and 
effort may interfere with the performance of the employee on his job. 
For this reason, the company is entitled to know of such activity and 
reserves the right to determine whether there is interference with the 
work of employees. IN EFFECT SINCE 1954 
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[A paper company] 


"It is the expectation of the company that no employee will pursue out- 
» side activities that will interfere with the performance of his company 
duties. The following suggestions (1 and 2) are put forth to prevent 
possible future embarrassment to those involved: 

: 1. Any employee who wishes to engage in any outside activity 
of whatever nature which might require his attention during working 
hours should discuss the matter with the policy committee member to 
whom he directly or indirectly reports before he engages in such 
activity. 

2. Any employee who is engaged in or is considering engaging in 
any outside business for profit should discuss the matter with the policy 
committee member to whom he directly or indirectly reports. 

As used in the foregoing sentence, “outside business”’ refers only to a 
_business which will be on a continuing basis and not to any isolated 
project which would be of short duration. 


Item 1 below is set forth as a requirement of employment. 

i 1. Any employee who is engaged in any activity of whatever 
“nature which requires his attention during working hours, whether on 
or off the company’s premises, must obtain approval for such activity 
_ from his immediate superior. 

Any granted approval must have the sanction of the proper member 
_ of the policy committee who is exercising over-all responsibility for the 
_ department involved. Such approval is necessary, regardless of the 


disclosure 


approval 
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frequency of attention which might apply. IN EFFECT SINCE 1959 


[A textile company] 


This company has established a nationwide reputation as a dignified 
reputable organization of highest standards. It is proud of its reputation 
and the part that its personnel has played during more than a century 
of existence to establish and maintain that position. 

Actions of its personnel in public places tend to enhance or detract 
from this reputation. It is essential, therefore, that, in all contacts made 
by our employees with customers, the general public, or fellow em- 
ployees, the high standards of the company be respected and observed. 

Every responsible employee owes a duty to his company in that his 
activities within and without business shall not react to the detriment 
of the company or his position therein, nor interfere with the proper and 
efficient discharge of his duties. 

It is expected that no member of the management group will hold a 
paid position anywhere else. Questions of directorships, paid or other- 
wise, should be discussed with the president. 

Every member of the management group is responsible for (1) know- 
ing whether any employee under his jurisdiction engages in activities 
which may interfere with the proper and efficient discharge of his 
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duties; (2) considering and discussing with the employee such activities 
and taking appropriate action; (3) reporting by means of the personnel 
card made up for the president’s confidential file data as to gainful em- 
ployment outside the company of any supervisory employee under 
his charge. 


Stock Ownership. It is not the policy of this company to inquire into the 
private financial obligations or assets of an executive. Therefore, we 
neither encourage nor discourage stock ownership in the company by 
executives. 

We do not measure company loyalty by stock ownership. We offer 
executives ample opportunity to demonstrate loyalty in the perform- 
ance of their jobs. 

We consider it unethical for executives to buy or sell the stock of this 
company for quick turn or speculation. 

Every executive should avoid doing company business (or having 
subordinates do so) with a firm in which he or any of his relatives has 
an appreciable ownership. If there is any doubt in the mind of any ex- 


ecutive with regard to this subject, the president should be consulted. 
IN EFFECT SINCE 1952 
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[A food company] 


outside business 
interests 


speculation 


Job Responsibility. An employee is expected to devote his full time and 
ability during the regular hours of employment to the services of the 
company. An employee should have no outside interest which would 
interfere with his ability to do this. 


Personal Business with or Financial Interests in Concerns with Whom the Company 
Does Business. An employee must not have personal business with or 
financial interest, either directly or indirectly, in individuals or concerns 
with whom the company does business, except that an employee may 
own stock or other financial interest in such a concern provided: 
(1) The percentage of his ownership interest does not exceed 1%, and 
(2) The stock of such concern is listed on the New York or other recog- 
nized stock exchange. Any exceptions to the foregoing must have the 
approval of the president and general counsel. 


Financial Speculation. An employee is forbidden to speculate in raw mate- 
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rials purchased by or commodities produced or sold by the company. 


[An electrical equipment manufacturer] 


It shall be the policy of the corporation to hire and to retain in its 
employ only employees who do not engage in outside jobs or other busi- 
ness activities involving a firm which is competing with, or selling to, or 
buying from, this corporation. Employees may be hired or retained 
when engaged in other outside jobs or business activities only when such 
activity does not interfere in any way with the job being performed for 


this corporation, and then only when approved by the division manager. 
IN EFFECT SINCE 1956 
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[A machinery company] 


There are legal barriers which may prevent directors or employees of 
pne company from serving as directors of another company. Before any 
smployee of this company can serve on the board of another concern, 
management may have to act on the matter. Therefore, all invitations 
so any employee to serve as a board member or trustee of any other 
ompany should immediately be brought to the attention of the presi- 
Hent through the division or subsidiary head, who will also submit his 
choughts and recommendations on the invitation. 

_ It is also essential that the company protect its own business position 
oy ensuring that employees do not have either conflicting or excessively 
time-consuming outside business interests. When an employee is con- 
sidering acquiring a material interest in a company that sells or buys, 
or may buy or sell to this company, or when he is invited to serve an- 
other company in any capacity, he should report the matter to his divi- 
sion or subsidiary head, who will refer it to the president for appropriate 
action. Anyone who is presently so involved should immediately notify 


his division head, who will in turn discuss it with the president. 
r IN EFFECT FOR MANY YEARS 


directorships 
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[A chemical company] 
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In order to avoid costly misunderstandings, it is essential for the com- 
pany to have an understanding with its employees about employees 
becoming involved financially or managerially in any activities which 
might unduly influence their activities as employees or which would 
reflect unfavorably on the company. It has been proven in industry 
that it is quite easy for an employee to become intrigued with the pros- 
pects of a customer or vendor and to become financially involved in 
such activities. Accordingly, while it is impossible to write a set of rules 
which will govern every situation, it is essential that some basic guides 


be set out. 
interests in customers, No employee of this company or any wholly owned subsidiary 
vendors and thereof shall, without the approval of the president, serve as a director 
competitors or in any managerial capacity or as an employee of any firm which is 


present or prospective customer, vendor, or competitor of significance 


of this company. 


No employee of this company or any wholly owned subsidiary 
thereof shall, without the approval of the president, invest or have 
equity interest in any nonlisted company which is a present or pros- 
pective customer, vendor, or competitor of significance of this company 
or its subsidiaries. If a company’s securities are openly and regularly 
traded according to the regulations of a major exchange, the employees 
are, of course, free to make investments provided that they are not of 
such a size in a company competing or doing business with this company 
as to have influence on the employee’s judgment on company matters 


or to amount to management participation in such company. 
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[A manufacturer of controls] 


The company respects the rights of employees to engage in activities 
outside of their employment which are of a private nature, such as 
social, community, political or religious activities. 

The company expects, as a condition of employment, that each em- 
ployee will protect company information and avoid undue outside in- 
fluence upon his decisions or actions in the performance of his work. 

An employee should be particularly careful to look for and avoid a 
conflict of interest which is likely to arise should he be employed by 
another firm while in the employment of the company, particularly if 
the firm is a competitor (or one that may become a competitor in the 
foreseeable future) ; hold substantial financial interest in, or be engaged 
in the management of, or be employed by, a vendor of services, mate- 
rials or equipment to the company; be offered gifts or favors from an 
outside organization or agency which are substantial enough to cause 
undue influence in his selection of goods or services for the company; 
participate in civic, professional or other such organizational activities 
in a manner whereby company information may become involved in his 
participation in the activity. 

Therefore, as a condition of employment, the company reserves the 
right to review and pass upon such outside activities of an employee as 
may involve (1) the utilization of proprietary company information, or 
(2) the question of undue influence on the company job. It is the re- 
sponsibility of the employee to review with his supervisor any activities 
that might result in a conflict of interest and, in turn, the supervisor will 
review the case with appropriate company divisional management to 
assure a decision which protects both the employee and the company. 

Where a definite possibility of a conflict of interest is determined, 
even though no dereliction of responsibility or undue influence has as 
yet occurred, the employee will be given a reasonable time to correct the 


— 


divulging information 


conflict of interest 


outside employment 
interests in vendors 
gifts 


divulging information 


control 


disclosure 


conflict. 


outside business 
activities 


directorships 


IN EFFECT SINCE 1956 


[A chemical company] 


Company policy does not specifically prohibit full-time employees 
from engaging in outside jobs on their own time. However, because 
additional hours of work tend to reduce efficiency, it is felt that such 
work is contrary to the best interests of both the employee and the 
company. 

No officer, general manager or staff department director shall serve: 
as a director of another industrial or insurance company unless it is 
pursuant to an exception made by the board of directors in a particular 
case. Furthermore, divisional personnel at the level of department head 
or above shall not serve as a director of another industrial or insurance 
company except by approval of the general manager concerned. For 
purposes of implementing this policy, banks, transportation companies 


and public utilities are not to be considered industrial corporations. 
IN EFFECT SINCE 1958! 
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[A machinery company] 
~ Application: All employees 


Policy: If an employee engages in work outside his regular job, this out- 
side work must not detract from the employee’s job performance or be 
detrimental to this company’s best interest. 


Explanation: The following outside activities are considered detrimental - conflicts of interest 
‘to this company: 
1 1. Outside work or activities performed for a competitor 
2. Outside work which is so arduous it makes the employee less 
than normally efficient, alert, or productive on his regular job 
3. Outside work or services performed for a vendor which helps 
the vendor gain a preferred position with this company 
: 4. Outside technical or other services competitive to this com- 
pany’s activities 
5. Transmitting to any outside interest technical source, 
“know-how,” or data which this company has developed for its own use 
or for use of its clients 
6. Transmitting to any outside interest or individual informa- 
tion on matters covered by secret agreements which this company 
has signed. 


IN EFFECT SUBSTANTIALLY IN THIS FORM SINCE 1956 


[A petroleum company] 


Gerassre ond Each major department head should require the following to be re- 
responsibility ported to him by management personnel under his supervision: 

1. Financial interest in any enterprise where thereis a conflict in 
interest between such enterprise and the company, as might occur where 
the enterprise is a competitor with or is a purchaser from or supplier to 
this company. This does not include the mere ownership by an em- 
ployee of the securities of such a company where such securities are 
available to the public and the employee has no participation, either 
directly or through a member of his family, except the ownership of 
such securities 

2. The nature and extent of services performed for others for 
compensation for any outside activity which might be in conflict with 
the best interest of the company 

3. Outside activity which might conflict with the company’s 
interest or compete for the employee’s time to which the company is 
entitled 

4. Details of personal participation in the management or opera- 
tion of any outside business organized for profit. Te anetoe 
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Examples of Bylaw Provisions 


[A chemical company] 


Contracts. Inasmuch as the directors of this company may be men of di- 
versified business interests, and may be connected with other corpora- 
tions with which from time to time this company must have business 
dealings, no contract or other transaction between this company and 
any other corporation shall be affected by the fact that directors of this 
company are interested in, or are directors or officers of such other cor- 
porations, if, at the meeting of the board, or of the committee of this 
company making, authorizing or confirming such contract or transac- 
tion, there shall be present a quorum not so interested, and any director 
individually may be a party to, or may be interested in any contract or 
transaction of this company, provided that such contract or transaction 
shall be approved or be ratified by the affirmative vote of a majority 
of those directors present at the meeting who are not so interested. 
The board of directors in its discretion may submit any contract or 
act for approval or ratification at any annual meeting of the stock- 
holders or at any meeting of the stockholders called for the purpose of 
considering any such act or contract, and any contract or act that shall 
be approved or be ratified by the vote of the holders of a majority of the 
capital stock of the company which is represented in person or by 
proxy at such meeting (provided that a lawful quorum of stockholders 
be there represented in person or by proxy) shall be as valid and as 
binding upon the company and upon all the stockholders as though it 
has been approved or ratified by every stockholder of the company. 


effect of directorships 
on contracts 


effect of directorships: 
on contracts 


[An aircraft company] 


A director of this corporation shall not in the absence of fraud be dis- 
qualified by his office from dealing or contracting with this corporation 
either as vendor, purchaser or otherwise, nor in the absence of fraud 
shall any transaction or contract of this corporation be void or voidable 
or affected by reason of the fact that any director, or any firm of which 
any director is a member, or any corporation of which any director is 
an officer, director or stockholder, is in any way interested in such 
transaction or contract; 
provided that at the meeting of the board of directors or of a 
committee thereof having authority in the premises, authorizing or con- 
firming such contract or transaction, the existence of an interest of such 
director, firm or corporation is disclosed or made known and there shall 
be present a quorum of the board of directors or of the directors con- 
stituting such committee and such contract or transaction shall be 
approved by a majority of such quorum, which majority shall consist 
of directors not so interested or connected. 
Nor shall any director be liable to account to this corporation for any 
profit realized by him from or through any such transaction or contract 
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‘of this corporation, ratified or approved as aforesaid, by reason of the 
act that he or any firm of which he is a member, or any corporation of 
which he is an officer, director or stockholder, was interested in such 
ransaction or contract. Directors so interested may be counted when 
present at meetings of the board of directors or of such committee for 
ithe purpose of determining the existence of a quorum. 

Any contract, transaction or act of this corporation or of the board of 
directors or of any committee thereof (whether or not approved or 
ratified as herein above in this clause provided) which shall be ratified 
y a majority in interest of a quorum of the stockholders having voting 
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disclosure 


purchasing 


ypower at any annual meeting or at any special meeting called for such 
purpose shall be as valid and as binding as though ratified by every 
stockholder of this corporation. 


Resolutions Adopted by Boards of Directors 


[An electrical appliance manufacturer] 


Resolved, that it shall be the responsibility of all directors and officers 
of the corporation to disclose to the president and the board of directors 
any substantial interests held by them in private or public corporations 
doing business with the corporation, it being understood that such in- 
formation is provided to enable determination as to whether any undue 
or special influence is involved in the sales to or purchases from the 
corporation. 

Resolved, that it is the policy of the corporation to purchase all mate- 
rials and supplies at the lowest possible cost consistent with necessary 
quality and delivery requirements. Management is hereby directed to 
reaffirm and continue all necessary safeguards and controls for effectu- 
ating this policy, such safeguards to include provision for competitive 


[A petroleum company] 


Resolved, that it is the policy of this corporation that: 

1. All officers and employees of this corporation or of any sub- 
sidiary of this corporation must deal with contractors, suppliers and 
customers, and all other persons doing business with the corporation or 
with any of its subsidiaries, in the best interests of the corporation and 
of its subsidiaries without favor or preference based on personal con- 
siderations. 

2. No such officer or employee shall seek or accept, directly or 
indirectly, payments, loans, services, excessive entertainment and 
travel, or gifts of an extravagant nature, from any individual or from 
the representative of any business concern doing or seeking to do busi- 
ness with the corporation or any of its subsidiaries. 

3. No such officer or employee shall do business with a close 
relative on behalf of the corporation or any of its subsidiaries. 
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bidding wherever and whenever possible. 


ADOPTED IN 1960 


conflicts of interest 


gifts 
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4. No such officer or employee, with respect to any other corpo- 
ration, partnership or business concern, shall own any interest such as 
might tend to influence any decision that such officer or employee might 
make with respect to the corporation or any of its subsidiaries. 

5. No such officer or employee, while employed by the corpora- 
tion or by any of its subsidiaries, shall acquire any oil or gas royalties or 
any mineral interests except where acquired as incidental to the pur- 
chase of land. In no case can such acquisition be made if based on in- 
formation obtained from company sources. 

6. Any such officer or employee who violates the above stated 
policy shall be subject to disciplinary action, including possible dis- 
charge. ADOPTED IN. 1960 


Disclosure Questionnaires and Affidavits 


outside business 
interests 


speculation 


[A rubber company] 


To inform the directors of this company as to the facts, we are submitting 
this questionnaire to each of its officers and directors and principal con 


tracting department heads: 


1. Do you, individually or as the owner of a business, furnish services 


material or supplies to this company? 


Answer: 


2. If your answer to the first question is in the affirmative, please indi 
cate the dollar volume per year so furnished. 


Answer: 


3. Are you interested as an officer, director, or substantial stockholde 
in any companies that furnish supplies or materials or services to thi 


company? 


Answer: 


4, If your answer to the third question is in the affirmative, please giv 
the names of the companies and indicate whether you are an office 


or director of said companies. 


Answer: 


5. Are you receiving commissions or any other form of reward on busi 
ness transacted by third persons with this company? 


Answer: 


(Date) 


(Signature) 
PUT INTO EFFECT IN 196 
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[A food company] 


retary’s Department: 


Neither I nor any associate incurred any reportable indebtedness to the 
sorporation or its subsidiaries during the fiscal year ended March 31, 
960. 


(Signature) 


Neither I nor any associate had any material interest in any mate- 
‘ial transaction occurring on or since April 1, 1959, or has any such in- 
erest in any proposed transaction, to which the corporation or any of 
its subsidiaries was or is a party. 


(Signature) 
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PUT INTO EFFECT IN 1960 


[A construction materials company] 


Chairman, Company Headquarters: 


Neither I, nor any associate,* had any material interest in any transac- 
tion occurring on or since January 1, 1960, or has any such interest in 
any proposed transaction to which the corporation, or any of its sub- 
sidiaries, was or is a party. 

Very truly yours, 


(Signature) 


*""Associate’’ means (1) any corporation or organization (other 
than this company and its subsidiaries) of which you are an officer or 
partner or are, directly or indirectly, the beneficial owner of more than 
2% of any class of equity securities (even though the SEC only requires 
you to report if you own 10%); (2) any trust or estate in which you have 
a substantial beneficial interest or serve as trustee or fiduciary; and 
(3) your spouse, any relative of yours, or any relative of your spouse, 
who lives in the same home with you or who is a director or officer of 
the corporation or any of its subsidiaries. PUT INTO EFFECT IN 1960 


[A metals company] 


Attention: The President 


Gentlemen: 


connection with my services to the company, as one of its officers 
nd/or key employees, the following statements are made: 

1. My holdings or participation (in any manner whatsoever) in 
ompanies, firms, partnerships, corporations or other business enter- 
rises other than: (a) corporations which have stock listed or registered 
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on the New York Stock Exchange, the American Stock Exchange, 
(city) Stock Exchange or some closely similar securities exchange; 
(b) financial institutions such as banks and trust companies or savings 
and loan associations; (c) local public utilities subject to government 
regulation of rates; (d) mutual insurance carriers which now are, or 
which may become, either suppliers, customers, or a party to a contract 
with this company are limited to the following: 


2. I do not render a professional service or any other service for 
compensation to, nor act as a consultant to, nor a participant in the 
management or operation of, any enterprise which is now, or which may 
become, either a supplier, a customer or a party to a contract with this 
company, except: 


3. I am not entitled to, nor will I enter into any arrangement, 
contract, understanding or practice by which I might become entitled 
to, a fee, commission, retainer, royalty, bonus, salary, any payment or 
deferred payments, compensation, or any consideration of any kind 
whatsoever from an enterprise which is now, or which may become a 
supplier, a customer, or a party to a contract with this company, 
except: 


4, Other than rendering services to this company, I do not en- 
gage in the practice of a profession, act as a consultant, an advisor, a 
director, owner or partner, nor participate in the management or opera- 
tion of any other professional or business enterprise, except: 


(Note: Please give name, a description of the enterprise, your position in it, and the amount 
of time it requires or is given by you. Obviously, memberships on boards or other duties 
undertaken at our company’s request need not be reported.) 


In the event that a change in circumstances occurs which would alter 
the situations reported by the statements which I have made herein, 
I will advise the company of such changed circumstances without undue 
delay. 

Very truly yours, 


(Title) 


Date: 


PROPOSED MEMORANDUM UNDER CONSIDERATION 
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Selected Business Indicators 


: 1960 1959 
" * Series Unit es 
4 : Septemberp August July September 
Industrial production 
1 otal schists siete Ss ooda, He odo, aajcw aalane brates 1947-49 =100 S 162 165 166 157 
Durables manufacturing... V+. areseceees eeeeeeee 1947-49=100 S 166 r 169 172 158 
Nondurables manufacturing......... sole wate cle 1947-49 =100 S$ 160 162 163 159 
2 Wholesale prices 
Allvcommoditiessii.s ose ee sss sss op ealee ae eee. 1947-49=100 119.2 119.2 119.7 119.7 
; 4 Matin Products g f5¢.0 sis assis cies-ec PT TONERS OR? 1947-49 = 100 87.5 r 86.6 88.9 88.9 
4 processed: 1000S 8s wee eck sicleld clase see Ae cewe ee 1947-49 = 100 108.1 r 107.8 r 108.9 107.8 
7 fudustrial’ Commodities! Amide a oes dc ces. csvetsle rd « aes 1947-49 = 100 128.0 128.2 128.2 128.4 
Consumer prices 
PRMPLCCEAG aris Mit ici< 0S is-ciais WOR as go oldGiesisle a lee a aeto as . 1947-49 =100 126.8 126.6 126.6 125.2 
5 DELVICES aos tte nes temo CO SII. SOROS 1947-49 = 100 150.8 150.3 150.0 146.9 
POON TMP TE chee om claizys Saleen ws ld vhs chale-c e-a'sidlers 1947-49 = 100 120.2 120.1 120.6 118.7 
Commodities (excluding food)................00- 1947-49 = 100 115.6 115.5 115.4 115.7 
Prices received and paid by farmers 
6 Prices received eye. s)... he. B incsidis kel seceeeessses 1910-14=100 237 234 238 240 
PEGE A AIS tte an shenatels cl sis nye s nts |s.a\6.018,4,c een ee ore eee . 1910-14=100 298 298 298 296 
Palitygeratio ish «pss ae She ames eo ontrreniiouis oe 1910-14= 100 80 79 80 81 
Employment and unemployment‘ 
MOLAMM a DOM TONE «acteiniate at ra. 2 «israel eh e.ores, 9-0 'sse rae ....» Thousand persons 73,672 74,551 oie 72,109 
Civilian. labor forces ....5 + 26 ens'aas PUA Sky ce RCA FR Thousand persons 71,155 72,070 72,706 69,577 
7 POL VIMATMETMPLOVEDCHE sia 6.c. sues sel siaieiala eratripare oa.aie «.on2 Thousand persons 67,767 68,282 68,689 66,347 
Nontarm employment’. 17s lfikle och oes ablaes ea che Thousand persons 61,179 61,828 61,805 60,105 
Waecmploymentirate’, 2. 2G Jd. oe dnlesinctte oe aeiare ers Thousand persons S 5.7 5.9 5.4 5.6 
Nonfarm employment 
ALGtal close te see see a ses evcveveceaticnesceceves Lhousand persons S 52,994 753,036 753,145 52,154 
Mlanuiacturing’. . css. seeee ssc ve Ae Sashes seen Thousand persons S$ 16,238 716,274 716,417 16,141 
8 IN OMUMARUTACEITING Vic Salve clos siento aus sie e eleie e vinre Thousand persons S 36,756 736,762 736,728 36,013 
Factory production workers in durables........... Thousand persons S 6,894 ry 6,881 r 7,000 6,837 
Factory production workers in nondurables........ Thousand persons S 5,242 r 5,291 rS,o21 5,317 
Average work week 
Total manufacturing........ ane Stptstae wielial a: ora aie ey eolx Hours 39.6 r 39.8 39.8 40.3 
9 Dura blessmanuracturing . . so). sic va 00.0 sdisisiets sie siete Hours 40.0 r 40.0 40.0 40.8 
Nondurables mantifacturing .<.. nos es gece ee ace ore Hours H r f 39.5 f 


: Average hourly earnings 


Total manufacturing..... ith GEO COCR hie seat Dollars 2.29 tA GRD ASS 2.29 2:22 
10 Durables manufacturing................ +..e..+. Dollars 2.45 y 2,44 : 2.37 
Nondurables manufacturing. ............0eeeeees Dollars 2.09 ry 2.07 f 5 


Average weekly earnings 


q Mota mMAaAnvulaCh TiN Sy cisrsaleiste «\<s\s's 210 steleisceslorealeinis Dollars 90.68 ry 90.74 91.14 89.47 
| 1 | Hurables manufacturing, 2. <5 6 «eee leis cinee's ..... Dollars 98.00 r 97.60 97.60 96.70 
Nondurables manufacturing: ... 0.1.6.0 es eceme ces Dollars 81.51 r 81.77 82.56 80.79 


Personal income 


: gt hs Se oe a od WEE 35 bie eects oe . Billion dollars S A 408.4  r 408.2 407.3 384.3 
: 12 Labor income®....... Beebo rete « Pees Hg ee Oo ae . Billion dollars S A 285.9 286.3 286.2 269.3 
WEHETRINCOME eyes. fe) 07s 216.0101 danas eva eyadeatenaneniecs etaus Billion dollars S A 131.8 r 131.3 130.4 122.8 
PUTANSTEL Pa yIMENts, «6 gclklbhe - wis acs. oie eiafalalaienw srgtere Billion dollars S A 29.5 29.1 28.7 27.2 
instalment credit 
7 IDp coche Giteyals pues a, ACRE OC ARRIETA TLC ore OE Million dollars S n.a. 4,029 4,227 4,132b 
14 ARS TITENESIPSH oc. os, <b lodews cuzin aluelereelleote deters Million dollars S n.d. 3,861 3,978 3,635 
Change in outstandings’s 25 5 «0:5 +. sis.lermislslewissieye Million dollars S n.d. 168 249 497b 
Amouttioutstanding?s W..We oo. @ wicute stele Mem iee ae walls Million dollars n.d. 41,995 41,687 37,5100 
tructi 
eet oh Be Shee Tatlls iss car scaler akc btebore Mate tore Million dollars S A 55,434 755,014 755,515 55,645 
1 7 PPotal private nse sisi lers ca nals <)clelsieve ebetele Vo Oatalals cieve Million dollars S A 38,895 738,756 739,160 40,474 
Private nonfarm residential. .............2000-00- Million dollars S A 21,680 21,779 722,308 24,983 
Busi sales and inventories 
“Total inventories! Mas wee aa Re ew tees Te ...- Million dollars S n.d. 93,100 93,300 89,5005 
1 8 BPovpalunales tetera uterine sine @ oe) Oeste aha ots cutaleteince Million dollars S$ n.d. 60,600 760,900 59,6008 
TraventOry-Gales LatiG aie sre cies) seca s05) esl eters seer eveieete * n.d. 1.54 1.53 1,506 
Retail trade: Durable goods stores 
Stave ntariestte: ae nf AAS tes Ore Ole CEA IRCIMCRO S O ...-- Million dollars S n.d. 11,650 711,900 11,6206 
19 SOUR Set aie cists eae ies Sgealis pegs Sid Bie lets Seas. bene Million dollars S n.d. 5,774 r 5,687 6,0956 
Inventory-sales ratio. ..........eeceeeeeeeeee eee * n.d. 2.02 2.09 1.91b 
il trade: Nondurable goods stores 
oagncattnal sry hee a te Her ue ale lor cicw is eveneie line sce raveitietas Million dollars S$ n.d. 13,540 713,510 13,180b 
j 20 Sales esti rse eos bie wioairate srare tne erates sas .- Million dollars S n.d. 12,416 712,420 12,0155 
Inventory-sales ratios 05 ej 20.0 0 4 oie nie.s eeieieinse se ears * n.d. 1.09 r 1.09 1.106 
; 2 Sal d inventories 
igptdael give oa e - ne ed ; es sieversuaysjalplepecren ale Susie earshers Million dollars S$ n.d. 32,050 732,050 30,1456 
21 Sales reer. cia teteks snstersts Sys nips) c1e)os fordensi bin Mele wiasastarelere Million dollars S n.d. 14,420 714,730 14,0086 
Inventory-sales Tatio..1iiois. ure > weraersiele oie alelviniets lolol - n.d. 2.22 Fi e2A8 2.156 
fg.: Sales and inventories 
ela ar ag a3 re e heasayaitelin gent slides sidings alder’ Million dollars S n.d. 22,880 22,850 21,9716 
22 Sales ant tyFatsia Mees eloseie seis aistarad ohaleat or asta .... Million dollars S n.d. 15,720 715,720 15,2605 
Inventory-sales ratio. 2.02.2... csc e cece sscvecccs * n.d. 1.46 1.45 1.44b 
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Chartbook : : 1960 1959 
Pages* Series Unit 
Septemberp August July Septembe 
Merchandise exports and imports 
23 Bixporta A Wee yoy he staves eib-w Ooi ale ate PE See Million dollars n.d. 1,611 r 1,699 1,397] 
Tmports Je Nel bisid ae Bel os Gi) oR sles « ORR Ce eee Million dollars n.d. 1,228 4,155, 1,189] 
Export SULplUS! oa. cro Piers is. vigieselova oO RR rue Million dollars n.d. 383 yr 544 208! 
Federal budget receipts and expenditures 2 
24 Defense expeuditures.m stele to ctrecs acre eele ae eevee Million dollars 3,601 3,609 3,120 3,433 
For quarterly data see below 
Money supply and turnover 
IM One y {SUP Divs a casi che aoesotean.cateeuican cients tte Billion dollars 243.6 r 242.7 242.7 241.4 
2 5 Demand deposits adjusted and currency!®......... Billion dollars S 138.5 ry 138.6 138.5 140.8 
Deposit turnover: New York City................ joe: 68.5 65.5 58.9 57.6 
Deposit turnover: 337 other centers.............. TSA 26.0 26.6 2D: 24.6 
Bank loans, investments and reserves 
Toansl s\n rc eM oo eee pane Million dollars 98,196 97,523 97,183 92,063 
26 Tnvestmenta®stotis nccics movrtnccne sete mice Million dollars 62,086 61,064 61,130 63,875 
Ge TL. Fs loans! nisin tite tvnoer cr aeleths oleloc EME Million dollars 38,374 37,821 38,073 35,97a1 
Net freeresenvyes ea arcteisite aie wrest viereore «0 MME Nene Million dollars 413 247 r 120 —493 
Diffusion index 
27 Dif UslonaNdexs z,.ccrsioc ralaie 0 rds oulsieliorsitomes biol ciesie TT —2.25 —1.08 —0.83 —0.83 
Diffusion index~;cumulatives..,. s.r «\ssierlninetntle tt 41.94 44.19 45.27 56.19 
Industrial production... «3 s.400 «16 0. eee cae 1947-49=100 S 162 165 166 157 
Eight sensitive business indicators ; 
Residential building contract awards.............. Thous. sq. ft. fl. sp. S 109,323 110,228 100,348 129,879 
Commercial, industrial building contract awards.... Thous. sq. ft. fl. sp. S 41,822 42,587 38,366 40,739 
INew ordersdurablesing «noc stale aries « sietele sisiaisiie « Million dollars S n.d. 14,300 713,840 13,9741 
28 Avvetracwe worldieclcie <.ceent aes ae. cn eee meena Hours S 39.4 r 39.6 39.9 40.1 
Raw: materials! prices... deta skh os os tei cioins Temi 1947-49 = 100 84.1 85.4 85.6 86.6 
Stock: pricesind ustriale 55.2 p..d ee eine eee 1941-43 =10 58.37 60.08 59.44 60.80 
New incorporations)... Gite. shins sss s stn etdcaeienats, dhercisuays Number S 15,291 15,933 14,531 16,026 
Business fatluresis is 2eeu ae oe oe Aa eee Number S 1,452 1,374 1,210 1,307 
1960 1959 
Chartbook . : 
Pages* Series as: II Il I Ul 
Quarter Quarter Quarter Quarter! 
Gross national product 
pL Otall «3s, tususie teeued cyeceucsidueat capex <hscne aptuesehc tein cele teaetcteret Billion dollars S A 503.0 505.0 501.3 481.4 
2 Change in business inventories...........-.ee.00% Billion dollars S A 0.0 St 11.4 -—0.1 
Binal, demande a iwtnndime meinen eer eee eae te Billion dollars S A 503.0 499.7 489.9 481.5 
Components of gross national product 
Personal consumption expenditures...........+.... Billion dollars S A 328.5 329.0 323.3 316.0 
3 Gross private domestic investment..........:.... Billion dollars SA 70.5 15:5 79.3 67.5 
Net exports of goods and services................ Billion dollars S A 3.5 2.0 1.2 —0.2 
Government purchases of goods and services....... Billion dollars S A 100.5 98.6 97.5 98.1 
Disposition of personal income 
Personal income’) 3.5.2). 2 s/o acts 6 do os 0 cers thereat ets ... Billion dollars S A 408.0 404.2 396.2 384.8 
13 Disposable personal income.........0.scscecdeces Billion dollars S A 357.5 354.1 347.0 338.5 
Personal consumption expenditures............00. Billion dollars S A 328.5 329.0 322.3 316.0 
Personal savin gat jc bya hte ete «ole eons ats See ee Billion dollars S A 29.0 25a) 23.7 22.5 
Corporate profits! 
Net before taxes. a... 72 Mecsas 0 cisco cap piereietete teres Billion dollars S A n.d. 45.7 48.8 51.78. 
Taxliability fr ois clara «oo tale te een ee Billion dollars S A n.d. 22.3 23.8 25.55) 
15 Net, profits S35. at eucis codhe ehtvehebsva vsvelis austen mame enka eet Billion dollars S A n.d. 23.4 25.0 26.20) 
Dividend paymentssy.cu, ccc + ccs ce wee c-t oketetee ste ee Billion dollars S A 14.0 13.9 13.9 13.68 
Retained earnitigs 4 2 wack + spss \ oe eee rene Billion dollars S A n.d. 9.5 ya a 12.98 
Business expenditures for plant and equipment 
Motalis\s.<. seatucteve ow etavs memeber era eter of sae Billion dollars S A 36.90a 36.30 S5eLD 33.35 
16 Manufacturig recta oforcis hy eee re Billion dollars S A 14.602 14.70 14.10 12.25 
Nonmaniufa cturiing cee isci > sri oemetemmeteneteteteeeiens Billion dollars S A 22.304 21.60 21.05 21.10. 
Federal budget receipts and expenditures 
Receipts s s-Gavslts «iss so ie.0 « oympage-¥n¢ ere dela elevey of erelin erst sis Million dollars 18,563 22,698 21,755 17,329 | 
24 Expenditures. assvenautetes cistateveletel operate oteteteretotaie ays ole Million dollars 19,768 18,975 18,793 19,137 
Surplus ‘or’ deficits: s<.c,c.a dec telsetele te Oe oe ert Million dollars —1,205 y 3,721 2,962 —1,808' 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
sion; Treasury Department; F. W. Dodge Corporation; Standard & Poor’s Corpora- 
tion; Dun & Bradstreet; National Bureau of 
Boarp. 

Excluding farm and food. ? Including interest, taxes, and farm wage rates. * Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. § Unemploy- 
ment as per cent of labor force. ® Includes nonproduction workers. 7 Excludes personal 
contributions to social security included in components. § Includes wages and salaries 
and “other labor income.” * Extensions minus repayments. 1 End of period. 4 In- 
cludes grant-aid shipments. ” Privately held; includes demand and time deposits 
adjusted to exclude U. S. Government and interbank deposits, and currency outside 
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banks. 13 All member banks; Wednesday nearest end of period. 4 Commercial, in 
trial and farm loans of weekly reporting member banks; Wednesday nearest e' 

period; includes loans to nonbank financial institutions. * Gross national produ 
change in business inventories. 16 All data are before inventory valuation adjust 
S—seasonally adjusted. A—annual rate. a—anticipated. For the IV Quarter of 
anticipated outlays are: Total, 36.90; Manufacturing, 14.80; and Nonmanufact 
22.10. b—August, 1959 for monthly data; II Quarter 1959 for quarterly 

p—preliminary, r—revised. * End-of-month inventory, divided by sales durin 
month. + Debits divided by deposits. tt Diffusion index stated as the average dur 
in months of expansion or contraction, n.a.—not available. “ Chartbook of C 
Business Trends (Eighth Edition), Tax Conrmrence Boaxrp, 1960. Copies avai 
to Board Associates on request 


BUSINESS REC 


ne accompanying table provides the information required for updating the 
ertinent charts in the publication, "A Graphic Guide to Consumer Markets," 4 
Vepared by The Conference Board and sponsored by "Life’ magazine 


Consumer Market Statistics 


iPages in 1960 
Guides Series Unit i aac... LLL CF Lif Do 
March April May June July Aug. p Sept. p 
Income 
15 Personcl(SivA pir « siccc sre-sietaecuerelandia’s atte Billion dollars 1 396.2 li 404.2 Il 408.0 
Disposable (S A)'.............c cee ees Billion dollars 1 347.0 Il 354.1 Il 357.5 
Origins of personal income 
Wages and salaries'? (S A)............ 1947-49 = 100 210.0 211.8 233 213.6 214.5 214.6 214.3 
17 Farm operations!'? (§ A)............... 1947-49= 100 65.6 76.0 78.6 81.2 77.9 179.2 79.2 
Business and professions'? (§ A)......... 1947-49 = 100 163.1 164.5 165.9 166.8 166.8 1166.4 166.4 
Dividends, interest and rent!'?(S§ A)...... 1947-49 = 100 225.4 226.7 228.0 229.3 230.6 232.3 232.8 
19 __sDiscretionary income (S A)'.............. Billion dollars 1 122.2 i 124.3 Il 125.5 
Employment and unemployment® 
21 a hae a ee os Thousand persons 64,267 66,159 67,208 + 68,579 68,689 68,282 67,767 
UNEMPIOVMENP. sieve ise. < ci dicen e dae ne ays Thousand persons 4,206 3,660 3,459 4,423 4,017 3,788 3,388 
Hours and earnings 
Average weekly hours worked.......... Hours 39.7 39.3 39.9 40.0 39.8 139.8 39.6 
23 Average hourly earnings............... Dollars 2.29 2.28 2.29 2.29 7HGKS) 12.28 2.29 
Consumer credit 
25 Total credit outstanding4............... Million dollars 51,162 52,169 52,831 53,497 53,653 53,928 n.a. 
Instalment extensions (S)..............05 Million dollars 4,119 4,437 4,209 4,202 4,227 4,029 n.d. 
27 Instalment repayments (S).............. Million dollars 3,711 3,904 3,886 3,860 3,978 3,861 n.a. 
Consumer funds: inflow and outgo 
Current iracelpts. <0 5s)... v'« «© scours sigers se Billion dollars ip 9271 Il na. Il =on.a. 
29 Plus: Insurance, retirement credits......... Billion dollars l 935.0 Il na. Il =n. 
Plus: Net increase in liabilities........... Billion dollars 1 97.1 Il na. Il =n. 
Expenditures for goods and services...... Billion dollars | 76.3 Il na. Il na. 
31 Plus: Acquisition financial assets5......... Billion dollars 1 81.4 ll na. Il =n. 
Plus: Taxes, other deductions............ Billion dollars 19 395.3 il na. iil =n. 


Personal consumption expenditures 


35 Total expenditures (S A)'.............. Billion dollars I 323.3 il 329.0 ill 328.5 
Borables!'2) (SPA). wfee oe: os usa ey scian'e 1947-49=100 | 195.6 i 196.9 Il 188.1 
37 Nondurables!:? (§ A)... .......22-0000- 1947-49=100 | 156.4 il 159.6 Il 159.0 
Services? (SRA)s < s.sthtacks dias Mtatectaje sane 1947-49=100 1 229.2 i 233.3 Il 237.1 
Retail demand® 
39 Retail sales: All stores (S)............... Million dollars 18,234 18,911 18,480 18,504 r18,107 £18,190 18,024 
Retail sales: Chain stores® (S)............ Million dollars 3,954 4,092 4,005 4,105 £4,105 4,079 n.a. 
Food Sales? 
43 Foodistoresi(S}ic he. daeista clini sted ete selacs ore Million dollars 4,511 4,439 4,566 4,604 14,474 4,510 n.a. 
Restaurants: (S)o 3,20. clehe aide sites cots, 2 cacao Million dollars 1,309 1,380 1,342 1,355 11,348 1,319 n.a. 
45 = Alcohol sales: Liquor stores* (CS) BeBe ge e-se Million dollars 396 409 406 419 r416 421 n.a. 
47 Tobacco: Cigarette removals? (S A)........ Billion units 1 462 i r477 Il 474 
49 Personal care sales: Drugstores (S)......... Million dollars 612 623 619 619 629 623 na. 
Apparel Sales? 
51 Women's apparel stores (S)...........- Million dollars 429 455 435 437 r451 463 na. 
53 Men's apparel stores (S)............465 Million dollars 221 212 213 215 1204 221 na. 
Family, other apparel stores (S)......... Million dollars 277 277 270 1270 257 n.a. n.a. 
55 SHOSStOrEs (S) io is cicucpee is ceelers Gara sla tee Million dollars 210 224 199 203 1207 219 n.a. 
57 Department stores: Total sales (S)........... 1947-49 = 100 138 153 141 145 149 144 142 
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Consumer Market Statistics (Continued) 


$—seasonally adjusted. A—annval rates, n.a.—not available. p—preliminary. r—revised. e—estimate. |-1V—denotes quarterly figures. 
* A Graphic Guide To Consumer Markets, prepared by The Conference Board, sponsored by Life. This table provides the information required for the updating of the indicated charts in the Guide 


Pages in 1960 
Guides i Unit 
esc ne és March April May June July Aug. p Sept. p 
Furniture and appliance sales* 
59 Furniture:stores:(S) erie os oa eee ones Million dollars 544 595 584 562 - 1577 569 n.d. 
6] Appliance stores (S) claus eaeerecas =o Million dollars 324 331 334 320 1330 316 n.a. 
63 Hardware: Retail sales? (S)................ Million dollars 230 261 246 244 1253 228 n.a. 
Housing 
65 New nonfarm housing starts! (S A)....... Thous. dwell. units 1,098 1,309 1,324 1,285 11,164 1,276 1,054 
67 Single-family houses’. ................- Thous. dwell. units 73.0 100.7 100.6 199.9 89.7 n.a. na. 
Multi-family structures'................. Thous. dwell. units 19.3 22.9 28.4 125.8 23.6 na. n.d. 
Automobiles and related products 
69 Automotive dealers: Retail sales? (S)...... Million dollars 3,250 3,350 3,1 O7, 3,142 £2,796 3,006 na. 
New passenger-car registrations......... Thousand units 596.7 647.3 647.1 595.9 546.5 525.4 n.a. 
71 Gasoline station sales? (S).....:........ Million dollars 1,453 1,496 1,451 1,462 £1,474 1,465 n.a. 
Auto accessory store sales? (S).......... Million dollars 208 232 218 2i1 209 194 na. 
Service expenditures 
Hodsing 2 (SA) ce eon ratios cree ee 1947-49 = 100 239.4 Il 242.9 il nea. 
73 Household!:? operation (S$ A)............ 1947-49 = 100 239.2 Wl 241.8 iil na. 
Transportation ai(SwAy oot ocine aes 1947-49 = 100 174.6 ll 178.0 Wl ona. 
Advertising expenditures 
77 Combined media: (S)isa.c cat esa patric nee 1947-49 = 100 241 238 245 243 247 n.a. n.a. 
79 Magazines (S)i0; shinies saints oe ate 1947-49 = 100 198 191 195 193 195 p.a. na. 
Newspapers (S)..........ccceee ee eeee 1947-49 = 100 216 209 225 220 203 na. n.a. 
80 Network radio (S)...... 0. ccec sence nes 1947-49 = 100 24 19 23 27 28 n.a. na. 
81 Network television (S).............0085 1947-49 = 100 468 473 472 492 547 na. n.a. 
Spot television! wan ae ah otis see sige Thousand dollars na. It 160,648 Il na. 
Consumer price index 
ANN BRE TAS sca leie. s.5:50 5/5 teers) arate oiete: Si eueiete daha 1947-49 = 100 125.7 126.2 126.3 - 126.5 126.6 126.6 126.8 
85 Durables y<i5.5:c cst penitaus cals Sisioneine am 1947-49 = 100 112.5 112.1 111.9 111.5 111.1 111.0 110.0 
Nondurables:. Sc tycie tents widen sigue cic suspen 1947-49 = 100 118.3 119.4 119.4 119.8 120.0 119.9 120.3 
SOPVICES 5 Fein creas as, 5is.c pam ahs1s Bieanasucknnendss 1947-49 = 100 149.2 149.4 149.6 149.7 150.1 150.3 150.8 
87 Food = 25:76 '.S Stars SRI Sauk is cee ae blot 1947-49 = 100 117.7 119.5 119.7 120.3 120.6 120.1 120.2 
Apparelere ode) ia aa tees diep secant iets 1947-49 = 100 108.8 108.9 108.9 108.9 109.1 109.3 110.5 
Housefurnishings)s jc, cts maspco syicmiet aire ae 1947-49 = 100 104.7 104.7 104.3 104.3 104.1 103.5 104.1 
89 Appliances 0) oso i gta crassa Babee ate 1947-49 = 100 83.0 n.a. n.a. 82.4 n.a. n.a. n.a. 
Automotive group... ....... eee e ee eee 1947-49 = 100 134.9 134.4 133.9 134.1 134.2 135.5 132.4 
91 Personall cares.cty., cactirateee ors oa 1947-49 = 100 32:7: 132.9 133.2 133.2 133.4 133.8 133.9 
Household services. ..........000c0eee: 1947-49 = 100 138.3 138.5 138.8 138.9 139.1 139.2 139.8 
95 Retail inventories: All stores‘ (S)........... Million dollars 25,120 24,960 25,200 £25,320 £25,420 25,190 na. 
Production and distribution 
Processed foods: Output (S)............. 1957 = 100 108 108 109 110 r110 110 na. 
97 Food wholesalers: Sales..............-. Million dollars 1,937 1,797 1,828 1,941 __r1,787 1,930 n.a. 
Food stores: Inventories (S)............. Million dollars 3,050 3,070 3,060 3,040 3,040 3,040 na. 
Apparel: Output (S)......... 0.0.00 cee 1957 = 100 118 120 122 121 121 120 na. 
99 Apparel wholesalers: Sales............. Million dollars 223 209 185 176 r174 258 n.a. 
Apparel stores: Inventories‘ (S).......... Million dollars 2,790 2,710 2,730 2,740 2,750 2,770 na. 
Furniture and rugs: Output (S)........... 1957=100 114 121 123 122 r118 119 na. 
101 Homefurnishings wholesalers: Sales....... Million dollars 228 213 215 226 r189 232 na. 
Furniture, appliance stores: Inventory‘ (S).. Million dollars 2,010 2,030 2,020 2,050 £2,090 2,090 na. 
Appliances: Output (S)..............055 1957 =100 114 116 120 r121 r118 117 n.a. 
103 Television and radios: Output (S)........ 1557 =100 107 114 118 109 97 r87 91 
Appliance wholesalers: Sales............ Million dollars 361 331 326 362 1333 359 na. 
Autos: Output: (S) 2: o.2ch wae ence ee 1957 =100 113 116 122 123 108 114 119 
105 Automotive wholesalers: Sales........... Million dollars 540 580 532 573 r510 562 na. 
Automotive retailers: Inventories4 (S)...... Million dollars 4,950 4,970 5,100 5,140 5,180 4,920 na. 
1 New or extensively revised series. Comparable figures for previous periods will be made available shortly. 2 Based on seasonally adjusted data at annual rates, 
3 Beginning January 1960, figures for Alaska and Hawaii are included. 4 End of period. 5 Includes life insurance premiums. 6 Eleven or more stores. 7 Tax-paid. 
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ecent Top Executive Pension Estimates— The dollaramount 
f an executive’s pension varies considerably, depending 
n the type of industry, the size of the company, and the 
xecutive’s salary. But the pension as a percentage of 
urrent compensation is a “remarkably stable measure.” 
Apparently most companies wish to maintain a fairly 
consistent relationship between pension benefits and 
salary. In this article, the ratio of pensions of the top 
ithree executives to their total compensation is examined 
for five major industry groups—manufacturing, gas and 
electric utilities, finance, rail and air transportation, and 
retail trade. 


“Open-end” Survey Method Reported—Attitude surveys 
jare conducted in several different ways. Many com- 
panies ask just one question;.some, a half dozen; others, 
as many as 150. Here is a report on one company survey 
that contains no prepared questions. The survey is un- 
structured; the employee talks about what’s bothering 
him, and the company finds the results all to the good. 


Changing Fashions in Economic Education— After some un- 
fortunate initial experiences with a formal course ap- 
proach, many firms now feel that economic education of 
employees is most effective when it is woven into the 
regular communications and training activities. This 
article reviews how companies have been using news 
letters, employee publications, and annual meetings to 
‘impart economic instruction. In some companies courses 
are still used, but almost always with important modifi- 
cations in curriculum. 


Revision of Discretionary Income Series 


Tue ConFERENCE Boarp’s discretionary income series has been revised 
for the years 1956-1960 as a result of recent revisions in the national accounts 
of the Department of Commerce. The amended discretionary income data, 
together with related income and expenditure measures, are now available in 
Discretionary Income Supplement No. 4. This supplement, available to all 
Associates on request, contains a compilation of the complete series from 1939 
through the second quarter of 1960, and supersedes Supplement No. J. 


“Discretionary Income,’ Technical Paper Number Six, describes the con- 
cept and measurement of discretionary income as calculated by the Board. 
This publication may still be obtained without charge by Associates who have 
not as yet requested it; additional copies, at $5. 


TWO NEW COURSES 


Two courses will be given for the first time by THE CONFERENCE BOARD 
when the winter series in Economics for Executives opens on December 5, 
1960. One of them, Statistics for Business Decisions, will be a nontech- 
nical course for the executive who is not a technician himself but whose 
company has either installed or intends to instal an operations research 
program. It will show, on a nonmathematical level: 


@ how operations research constructs ‘‘models”’ that can help 
the executive make decisions 


B® how linear programing and related techniques can lead 
to superior solutions of Intricate problems 


B® how simulation techniques can broaden the scope 
of management decisions 


Is diversification (especially through acquisition) the economic answer to a 
company’s welfare and growth? Does it mean that the company is better 
equipped to live in an expanding economy . . . to cope with intensified 
competition? Economics of Diversification will deal with: 


technological obsolescence 

fundamental changes in distribution and merchandising 
nationalism, low-cost labor and world-wide competition 
high-speed data assembly 


advertising in modern media with modern costs 


use of capital on an accelerating basis 


Executives with broad responsibilities in finance, marketing; production, and 
long-range planning will find the sessions stimulating in the vistas they offer 
for new and better executive performance. 


Each of the courses (running concurrently) can accommodate only a few ex- 
ecutives—yet the impact of such “‘eye-openers”’ could be significant to thou- 
sands of the executives who are directing American business today. We sug- 
gest you avail yourself of these courses by enrolling in the one of your choice. 
Send your application now for 


ECONOMICS FOR EXECUTIVES 


December 5-6-7, 1960 Barbizon-Plaza Hotel 


STATISTICS FOR BUSINESS DECISIONS 
Robert O. Schlaifer, professor of business administration, Harvard Business School 


Howard Raiffa, director of Institute of Basic Mathematics for Application to Business, 
The Ford Foundation 


John F. Burlingame, consultant, operations research and synthesis practices, 
General Electric Company 


ECONOMICS OF DIVERSIFICATION 
Carl B. Hess, vice-president and a director, American Securities Corporation 


Edward F. Howrey, partner, Howrey, Simon, Baker & Murchison 


The six other courses treat: 
Current Economic Trends & Productivity #® The Business Cycle #8 Capital 


Budgeting and Capital Markets ® Pricing ® Selling to Tomorrow’s Consumer 


